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Summary 

The  most  serious  economic  difficulties  of  the  countries  of  the  Middle 
East  are  those  of  development,  not  of  wealth,  even  for  those  oil-exporting 
countries  for  which  there  are  virtually  no  constraints  imposed  by  lack  of 
foreign  exchange.   The  essential  problems  are  those  of  investment  and  manpower 
and  tueir  use  to  transform  the  economies. 

There  has  been  great  variety  in  the  experiences  of  the  countries  of  the 
Middle  East  since  1973.   The  growth  rates  of  the  oil  exporting  countries  at 
first  accelerated  rapidly  as  the  result  of  the  large  increases  in  oil  prices 
which  raised  foreign  exchange  earnings  so  substantially  as  to  virtually 
eliminate  it  as  a  growth  constraint.   Nearly  all  of  the  non-oil  exporting 
countries  of  the  Middle  East  also  participated  in  the  post-1973  acceleration 
of  growth.   This  was  often  for  reasons  more  often  associated  with  changes  in 
internal  economic  policies  than  with  increases  in  foreign  exchange  earnings. 
The  growth  acceleration  was  followed  in  one  to  three  years,  depending  on  the 
countries,  by  a  decline  in  growth,  or  in  some  cases,  in  an  absolute  decline 
in  the  level  of  gross  national  product. 

In  both  the  oil  exporting  countries  and  the  non-oil  exporting  countries, 
there  were  increases  in  the  share  of  available  resources  devoted  to  investment 
after  1973,  although  the  investment  rates  tend  to  be  higher  in  the  former 
group  of  countries.   The  high  and  growing  rates  of  investment  of  some  of  the 
oil  exporting  countries  suggest  their  increasing  capacity  to  absorb  investment 
goods  and,  therefore,  their  increasing  potential  for  further  acceleration  of 
real  growth. 
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There  are  striking  differences  between  the  oil  exporting  countries,  as 
a  group,  and  the  non-oil  exporting  countries  in  the  shares  of  total  resources 
going  to  private  and  public  consumption.   In  the  oil  exporting  countries  the 
share  of  private  consumption  has  tended  to  fall  and  in  1975  was,  with  the 
single  exception  of  Oman,  from  40  to  45  percent.   In  the  non-oil  exporting 
countries,  however,  this  share  was  more  typically  around  60  percent  or  more. 
The  differences  reflect  the  higher  investment  ratios  in  the  oil  exporting 
countries  but  also  the  governments'  assumption  of  responsibility  for  the  pro- 
vision of  a  larger  share  of  individual  consumption  goods  and  services. 

The  patterns  of  sectoral  change  among  the  oil  exporting  countries  have 
been  more  diversified  than  among  the  non-oil  exporting  countries.   In  the 
latter  countries  there  is  a  greater  degree  of  conformity  to  the  pattern  of 
relative  growth  of  the  manufacturing,  transportation  and  electricity  generation 
sectors  which  is  typical  of  most  developing  countries.   In  a  number  of  the  oil 
exporting  countries,  however,  there  remains  a  high,  and  in  some  cases,  growing 
dependence  on  oil  production. 

The  international  viability  of  the  oil  exporting  and  non-oil  exporting 
countries  is,  of  course,  quite  different.   The  former  are  naturally  in  a  rela- 
tively strong  position  but  in  some  instances  have  made  commitments  which  exceed 
their  immediate  earnings  and  reserves.   Only  Kuwait  and  Saudi  Arabia  have  con- 
sistently been  capital  exporters.   The  non-oil  exporting  countries  more  typically 
have  substantial  deficits  which  have  been  financed  in  a  variety  of  ways  from 
concessional  assistance  and  loans. 

Overall,  the  period  since  1973  has  been  one  of  great  change  and  it  is  too 
early  to  assess  the  long  run  consequences  of  the  transformations  which  have 
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taken  place.   It  should  be  noted  that  the  rapid  acceleration  of  growth 
following  the  increase  in  oil  prices  in  1973  and  1974  was  followed  by  economic 
deceleration,  which  in  some  countries  became  an  absolute  decline.   Both  the 
oil  exporting  countries  and  the  non-oil  exporting  countries  of  the  Middle  East 
suffered  from  the  world  wide  recession  iv7hich  followed  the  oil  price  increases 
as  the  advanced  countries  of  the  world  adjusted  their  balance  of  payments 
deficits  through  general  deflation  of  their  economies.   It  should  certainly 
be  a  matter  for  concern  and  reflection  for  the  oil  and  non-oil  exporting 
countries  of  the  t4iddle  East  as  to  whether  the  oil  price  increases  of  1979 
will  set  off  the  same  chain  of  events  of  inflation  and  recession  which  followed 
the  price  increases  of  1973  and  1974. 
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An  Overview  of  Real  Economic  Development  in  the  Middle  East  Since  1973 

I.   Introduction  '         ■ 

The  Middle  East  is  a  region  of  developing  countries.   Only  by  the  crudest 
statistical  standard  of  average  income  do  any  of  the  countries,  and  even  then 
only  few,  give  the  superficial  appearance  of  having  achieved  an  advanced  level 
of  development.   By  nearly  all  other  criteria,  with  only  a  single  exception,  the 
countries  of  the  region  show  to  different  degrees  the  characteristic  features  of 
lack  of  development.   These  include,  for  example,  heavy  dependence  on  agriculture, 
oil  or  some  other  primary  commodity  as  the  major  source  of  domestic  income  and 
foreign  exchange  revenues,  low  levels  of  industrialization,  lack  of  infra-structure, 
widespread  dependence  on  backward  technologies,  low  levels  of  literacy  and  health 
care  and  limited  degrees  of  political  participation.   The  conditions  are  obviously 
characteristic  of  the  non-oil  exporting  countries  with  the  exception  of  Israel 
and  are  found  as  well  in  the  oil  exporting  countries,  despite  the  recent  dramatic 
increases  in  their  oil  revenues  and  foreign  exchange  reserves  and  consequent 
growth  in  world  wide  economic  significance.   Thus  recent  economic  progress  in  the 
Middle  East  and  the  prospective  future,  even  for  the  "oil-rich"  nations,  must  be 
judged  as  for  developing  countries. 

The  conventional  view  of  the  Middle  East  is  dominated  now  by  the  oil  exporting 
nations  who  have  played  such  an  important  role  in  world  economic  events  in  recent 
years.   Their  oil  revenues  have  also  had  a  powerful  influence  on  regional  economic 
developments  with  their  specific  influences  depending  on  their  domestic  economic 
programs,  their  differing  political  interactions,  their  size  and  their  human 
resources.   Yet  there  are  many  different  economic  patterns  in  the  countries  of 
the  region.   The  Middle  East  is  more  than  a  geographical  cliche  but  it  contains 
countries  of  such  diversity  that  it  is  necessary  to  guard  constantly  against  un- 
warranted generalizations.   A  complete  assessment  of  regional  economic  change  since 


19  73  would  require  an  appreciation  of  all  the  fundamental  influences  which  have 
been  operating  in  the  Middle  East  in  each  country  and  their  transmission  among 
countries.   Since  major  aspects  of  this  task  have  been  dealt  with  elsewhere, 
this  paper  will  concentrate  on  reviewing  real  developments  within  the  major 
countries  of  the  region  in  order  to  arrive  at  an  assessment  of  their  overall 
performance. 

The  next  section  will  review  the  patterns  of  aggregate  growth.   Section 
III  will  survey  the  changes  in  total  resources  used  for  private  and  public  con- 
sumption and  for  investment  and  Section  IV  will  assess  the  evidence  on  the 
transformation  of  the  structure  of  productive  activity  in  the  various  countries. 
The  international  viability  of  the  countries  and  the  sources  of  the  saving  which 
sustains  their  investment  will  be  investigated  in  Section  V.   Some  overall  con- 
clusions will  be  presented  in  Section  VI.   Since  it  was  not  possible  to  obtain 
a  consistent  set  of  data  for  the  smaller  countries  of  the  Arab  peninsula  or 
even  to  bring  together,  within  the  time  available,  enough  information  for  a 
comprehensive  view,  these  countries  have  been  omitted  from  this  review.   Some 
partial  indicators  have  been  provided  elsewhere. 
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II.   Overall  Output  Growth  Patterns. 

The  wide  range  of  levels  of  output  and  income  per  head  which  exist  in 
the  Middle  East  is  illustrated  in  Table  1  which  lists  the  levels  and  growth  rates 
of  gross  national  product  and  gross  national  product  per  capita  for  the 
various  countries.   Within  the  region  the  variation  in  per  capita  income  levels 
is  almost  as  wide  as  on  the  entire  globe.   The  region  includes  the  country  with 
the  highest  per  capita  income  in  the  world  but  there  is  no  country  at  the  lowest 
levels  of  average  income  as  found  in  some  developing  countries.   However,  the 
per  capita  gross  national  product  of  the  Sudan,  the  Yemen  People's  Democratic 
Republic,  Egypt  and  the  Yemen  Arab  Republic  are  all  so  small  that  the  conclusion 
is  unavoidable  that  a  substantial  fraction  of  the  populations  in  these  countries 
must  live  at  per  capita  income  levels  as  low  as  an3where  in  the  world.   These 
contrasts  demonstrate  in  a  dramatic  manner  the  heterogeneity  of  the  region.    ..  .' 

Another  striking  fact  emerges  from  inspection  of  the  per  capita  GNP 
levels  in  Table  1:   the  differences  between  the  oil  exporting  and  the  non-oil 
exporting  nations, while  on  the  whole  quite  clear  at  the  extremes,  fade,  somewhat 
at  the  margins.   That  is,  there  are  non-oil  exporting  countries  which  compare 
favorably  in  their  levels  and  growth  rates  of  gross  national  product  per  capita 
with  some  oil  exporting  countries.  This  suggests  that  oil  wealth,  while  no  doubt 
of  great  importance,  is  not  a  necessary  condition  for  development  within  the 
region.   Israel's  per  capita  GNP  is  above  that  of  a  number  of  oil  exporting 
countries;  indeed  Israel  cannot  be  considered  a  developing  country  as  are  all  the 
rest.   In  addition,  prior  to  its  internal  strife,  Lebanon  had  a  level  of  per 
capita  GNP  which  exceeded  that  of  a  number  of  oil  exporting  countries  and  the  GNP 
per  capita  of  Turkey  and  Tunisia  are  close  to  that  of  Algeria,  the  lowest  ranking 
of  the  oil  exporting  countries  on  this  scale. 
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Gross  National  Product  Per  Capital  Levels  and  Growth  Rates 


Per  Capita 

1970-1976 

Growth  Rates 

1960-1976 

1976"^ 

(per 

2 
cent) 

Growth  Rates 

Per  Capita 
(5) 

(1) 

(U.S.  dollars) 
(2) 

Total 
(3) 

Per  Capita 
(4) 

L  Exporting  Countries 

15480 

4.9 

-1.1 

Kuwait 

-3.0 

Libya 

6310 

8.7 

4.4 

10.2 

Saudi  Arabia 

4480 

8.0 

4.2 

7.0 

Oman 

2402 

12.0 

8.4  . 

Iran 

1930 

11.5 

8.5 

7.6 

Iraq             -^' 

1390 

10.4 

6.8 

3.6 

Algeria 

990 

6.0 

2.7 

1.7 

-oil  Exporting  Countries 

6.0 

2.8 

Israel 

3920 

4.4 

Lebanon 

2382 

8.3 

5.2 

3.1 

Turkey 

990 

7.9 

5.3 

3.9 

Tunisia 

840 

10.1 

7.5 

4.1 

Syria 

780 

6.1 

2.8 

2.2 

Jordan 

610 

8.0 

4.7 

1.6 

Morocco 

540 

6.0 

3.4 

2.1 

Sudan 

290 

5.7 

3.5 

0.4 

Yemen  PDR 

280 

-1.0 

-3.7 

-6.3 

Egypt 

280 

5.7 

3.1 

1.9 

1  Yemen  Arab  Republic 

250 

irce:  IBRD,  World  Development  Report,  1978,  Washington,  D.C, 
rce:  IBRD,  Economic  Data  Sheet,  1978 
'els  and  growth  rates  calculated  to  1974 
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The  period  from  1973  to  the  present  which  will  be  examined  in  detail  includes 
a  number  of  events  of  major  economic  significance;   the  rapid  increase  in  oil  prices 
in  1973-1974,  a  regional  war,  a  world  wide  recession,  and  an  uneven  recovery,  and 
major  changes  in  foreign  and  domestic  policy  in' a  number  of  countries.   Thus  it 
is  useful  to  start  with  an  overall  view  of  development  in  the  region.   The  growth 
rates  for  per  capita  gross  national  product  for  the  period  1960-1976  for  the  separate 
countries  are  listed  in  column  (5)  of  Table  1,   It  should  be  kept  in  mind  that  the 
average  annual  growth  rate  for  this  period  for  all  "middle  income"  developing 
countries,  the  IBRD  category  into  which  all  but  a  few  of  the  countries  of  the  region 
fall,  was  2.8  per  cent.   Thus,  about  one  half  of,  the  Middle  East  countries  did 
better  than  this  world  average  and  about  one  half  did  worse.   The  latter  include 
two  of  the  oil  exporting  countries.   In  these  two,  Kuwait  and  Algeria,  their  total 
gross  national  product  climbed  more  rapidly.   However,  in  the  case  of  Kuwait,  a 
rapid  rate  of  growth  of  population,  mainly  from  immigration,  and  in  Algeria,  a  high 
rate  of  factor  payments  abroad  held  down  the  growth  of  their  per  capita  gross 
national  products.   The  lower  than  average  performance  of  many  of  the  non-oil 
exporting  countries  reflects  high  rates  of  internal  population  growth  but  also 
slower  than  average  overall  economic  growth. 

Between  1970  and  1976  the  patterns  changed  somewhat.   The  performance  in  this 
period  of  the  non-oil  exporting  countries  of  the  region  compares  favorably  with 
the  roughly  3.0  per  cent  average  for  all  developing  countries,  with  only  fev7 
exceptions.   The  growth  of  the  oil-exporting  nations  continued  to  be  uneven. 
Kuwait  continues  to  show  the  impact  of  large  scale  immigration  and  the  slow  growth 
pattern  of  Algeria  persists  as  well. 

In  terms  of  growth  of  total  gross  national  product  the  countries  of  the  Middle 
East  on  the  whole  did  somewhat  better  than  the  roughly  6  per  cent  average  for  all 


-7- 


developing  countries,  as  shown  in  column  (3)  of  Table  1. 

One  of  the  striking  suggestions  of  the  comparisons  of  Table  1  is  that  the 
events  of  1973  and  after  did  not  act  uniformly  to  improve  the  real  per  capita 
growth  performance  of  the  oil  exporting  countries.   But  those  events  did 
rather  uniformly  generate  faster  growth  in  the  non-oil  producing  countries  of 
the  regxon. 

•   A  year-by-year  examination  of  overall  growth  patterns  for  the  period  from 
1973  to  1976  is  shown  in  Table  2.   This  reveals  a  number  of  detailed  characteristics 
of  the  growth  patterns.   The  impact  of  the  disruption  of  oil  exports  in  1973  was 
felt  most  obviously  and  immediately  among  the  oil  exporting  countries  by  Kuwait, 
Libya  and  Oman.   In  these  countries  the  total  gross  national  product  fell  from 
1970  to  1973.   But  these  very  countries  were  not  hit  so  hard  by  the  subsequent 
world  depression  and  relative  declines  in  demand  for  oil  as  were  the  other  oil 
exporting  countries.   The  year  1975  had  the  fastest  real  growth  for  most  of  the 
oil  exporting  countries.   By  1976  the  real  growth  rates  had  been  reduced  by  one 
half  or  more  from  their  peak  in  all  the  oil  exporting  countries  except  Algeria. 
Thus  the  "economic  miracle"  of  oil  production  and  export  had  already  begun  to 
pass  by  1976  and  a  process  of  high,  but  not  extraordinary  growth  began  to  be 
established. 

The  overall  record  of  the  non-oil  exporting  countries  of  the  Middle  East 
since  1973  is  more  varied.   The  gross  national  product  of  the  People's  Democratic 
Republic  of  Yemen  actually  fell  from  1970  to  1973.   In  five  of  the  other  non-oil 
exporting  countries  there  had  been  gro\>;th  from  1970  to  1973  at  about  5  per  cent  per 
annum  or  more.   The  growth  rates  were  substantially  higher  than  this  in  Israel,  Lebanon, 
and  Turkey  and  in  Tunisia  which  almost  doubled  that  figure.   The  effect  of  the  military 
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Table  2 


Gross  National  Product 
Growth  Rates  (Constant  Prices) 


1 


1976-1975 

1975-1974 

1974-1973 

1973-1970 

1970-1960 

1970-1960 

3il  Exporting  Countries 

.145 

.328 

.139 

-.083 

.075 

.085^ 

Kuwait 

Libya 

.126 

.205 

.257 

-.012 

.202 

* 

Saudi  Arabia 

.102 

.228 

-.132 

.105 

3 
.103 

* 

Iran 

.138 

.042 

.102 

.138 

.103 

* 

Iraq 

[1 

.092 

.245 

.022 

.092 

.064 

.099 

If''- 

[     Algeria 

('■' 

.095 

.066 

.005 

.065 

.013 

.081 

i'- 1     Oman 

«;■  ■ 
(til 

.165 

.356 

.318 

-.018 

.150 

** 

"^on-oil  Exporting  Countries 

■"'     Israel 

gIM 

.012 

-.004 

.080 

.093 

.089 

.114 

Lebanon 

* 

* 

.070 

.087 

.050 

.034 

Turkey 

.081 

.080 

.074 

.080 

.059 

.063 

Tunisia 

.113 

.092 

.098 

.101 

4 
.045 

* 

Syria 

.065 

.155 

-.016 

.057 

.066 

.034 

Jordan 

.312 

-.060 

.105 

.053 

.060 

.092 

Morocco 

.098 

.015 

.112 

.046 

.039 

.016 

Sudan 

.058 

.019 

.130 

.046 

.012 

5 
.037 

Yemen  PDR 

.094 

.078 

.021 

-.079 

ft 

ft 

Egypt 

.090 

.085 

.015 

■  .050 

.045 

.034 

Source:   IBRD  Economic  Data  Sheets 

,  1978 

1955-1960 

1963-1970 

1961-1970 

-  •  .■  ■■  ■  . 

ot  Available 
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conflict  in  1973  in  the  region  is  shown  in  the  low  or  even  negative  growth 
rates  from  1973  to  1974  of  the  countries  most  actively  involved  indicating  the 
economic  disruption  and  reallocation  of  resources  which  were  generated.   However, 
those  countries  not  actively  involved  in  the  conflict  maintained  substantial 
growth.   Yet  the  growth  rates  in  the  latter  countries  declined  subsequently, 
reflecting  in  some  degree  the  world-wide  recession  of  1974-1975.   The  subsequent 
recoveries  often  reflect  changes  in  internal  policy  rather  than  foreign  influences. 
This  appears  to  be  the  case  in  both  Egypt  and  Syria,  whose  growth  in  1974  is 
particularly  striking,  as  is  the  steady  pace  of  overall  Tunisian  advancement. 
By  19  76,  the  growth  patterns  had  returned  to  those  existing  prior  to  the  events 
of  1973  with  some  striking  exceptions  again.   Israeli  growth  had  slowed  but  growth 
in  Jordan,  Morocco,  the  Yemen  People's  Democratic  Republic  and  Egypt  accelerated 
sharply. 

Levels  and  growth  rates  of  per  capita  gross  national  product  measured  in  con- 
stant prices  are  presented  in  Table  3  and  show  the  influence  of  population  growth, 
both  natural  and  by  migration  and,  thus,  reflect  important  characteristic  features 
of  the  growth  process  in  some  countries.   Perhaps  the  most  striking  examples  of 
this  are  the  negative  rates  calculated  for  some  of  the  countries  for  various  periods, 
These  are  often  due  to  real  declines  in  gross  national  product  resulting  from 
disruption  of  oil  exports,  conflict  or  world  recession.   However,  in  a  number  of 
cases  the  declines  in  per  capita  gross  national  product  are  associated  with  high 
rates  of  immigration.   The  growth  patterns  tor  Kuwait  show  this  effect  most  clearly. 
From  1960  to  1970  the  average  annual  growth  rate  of  total  real  gross  national 
product  was  about  7  per  cent,  certainly  a  respectable  achievement.   However,  in 
order  to  do  this  well,  it  seems  to  have  been  necessary  to  have  such  a  high  rate 
of  immigration  that  the  rea,l  per  capita  growth  rate  was  actually  negative.   The 

characteristics  of  this  migration  are  described  elsewhere  and  will  not  be  discussed 

4 
here.   At  this  point,  it  is  useful  to  emphasize  that,  in  effect,  the 
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immigration  into  the  oil  exporting  countries  has  been  breaking  the  bottleneck 
of  scarce  labor  resources.   The  effect  has  been  to  contribute  to  raising  overall 
gross  national  product,  though  per  capita  GNP  may  have  fallen.   And  what  is  true 
so  obviously  of  Kuwait  is  true  as  well,  but  not  revealed  in  such  a  dramatic 
fashion,  in  other  countries  receiving  migration. 

The  numbers  also  indicate  the  distorted  impressions  that  can  be  associated 
with  an  average.   Although  income  distribution  figures  are  not  available,  it  would 
be  difficult  to  believe  that  the  per  capita  incomes  of  the  nationals  of  the  oil 
exporting  countries  in  the  upper  part  of  the  income  scale  have  either  fallen  or 
risen  more  slowly  uecause  of  the  immigration  into  these  countries.   Immigrants 
might  compete  with  domestic  wage  labor,  but  presumably,  adding  immigrants  at  the 
low  end  of  the  income  scale  has  permitted  the  rental  and  profit  incomes  to  rise 
more  rapidly.   The  latter  provide  most  of  the  income  at  the  high  end  of  the  income 
distribution  scale. 

As  Table  3  indicates,  the  effects  of  deflating  the  countries'  gross  national 
product  by  population  growth  has  the  expected  effect  of  deflating  the  overall 
achievement. 

The  recent  acceleration  of  growth  rates  of  total  gross  national  product, 
which  was  suggested  by  the  data  of  Table  1  for  the  non-oil  exporting  countries,  is 
confirmed  in  the  detail  of  Table  3.   The  growth  rates  from  1975  to  1976  in  most 
of  these  countries  exceeded  that  of  the  most  previous  years  and  preliminary  evi- 
dence seems  to  suggest  that  1976-1977  will  show  a  similar  pattern. 

Population  growth  rate  data  are  presented  separately  in  Table  4.   Because  of 
immigration  into  the  oil  exporting  countries,  this  data  overstates  the  natural 
rate  of  population  growth.   And  in  some  of  the  non-oil  exporting  countries  the 
emigration  may  result  in  arj  overstatement  of  population  growth.   However,  since 
it  is  not  generally  the  practice  for  the  emigrants  to  be  permanent,  they 


Oil  Exporting  Countries 

Kuwait 

.081 

Libya 

.042 

Saudi  Arabia 

.028 

Iran 

.030 

Iraq 

.033 

Algeria 

.035 

Oman 

.030 

Non-oil  Exporting  Countries 

Israel 

.030 

Lebanon 

.027 

Turkey 

.025 

Tunisia 

.023 

Syria 

.032 

Jordan 

.034 

Morocco 

.024 

Sudan 

.022 

PDR  Yemen 

.032 

Egypt 

.024 
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Table  4 
Population  Growth  Rates 
1973/1965         1973/1960 


-.089 
.040 
.027 
.029 
.033 
.029 
.030 


.034 
.027 
.025 
.021 
.033 
.032 
.024 
.023 
.032 
.024 


1960/1950 

.108 

.037 

.016 

.028 

.030 

.021 
* 


.053 
.025 
.028 
.016 
.036 
.028 
.026 
.023 
.026 
.025 


Not  Available 


Source:   IBRD  Country  Data  Sheets 
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are  typically  not  removed  from  the  population  count  of  the  countries  of  origin 
and  thus  do  not  deflate  the  latters'  natural  growth  rates.   For  purposes  of 
comparison  it  is  useful  to  note  that  the  average  rate  of  population  growth 
from  1970  to  1975  in  all  middle  income  developing  countries,  which  includes 
nearly  all  of  the  non-oil  exporting  countries  of  the  Middle  East,  was  2.7  per 
cent.   This  rate  was  equalled  or  exceeded  by  the  Yemen  People's  Democratic 
Republic,  Jordan,  Syria,  Lebanon  and  Israel  and  in  none  of  the  non-oil  exporting 
countries  was  the  population  growth  rate  less  than  2  per  cent  per  annum. 
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III.   Patterns  of  Aggregate  Demand  and  Sources  of  Growth 

It  can  be  particularly  misleading  to  apply  to  the  countries  of  the  Middle 
East  as  a  group  the  conventional  diagnoses  for  developing  countries  of  sources 
of  growth  and  constraints  on  growth.   There  are  a  number  of  countries  in  the  region 
in  which,  as  pointed  out  elsewhere,  the  most  constraining  factor  on  economic  growth 
has  been  the  availability  of  labor  rather  than,  as  for  many  of  the  developing 
countries  of  the  world,  new  investment.   The  binding  labor  constraint  is  partic- 
ularly characteristic  of  most,  though  not  all,  of  the  oil  exporting  countries. 
However,  it  is  true  to  some  extent  of  a  few  of  the  non-oil  exporting  countries 
as  well.   This  is  partly  because  the  labor  shortages  of  the  oil  exporting  countries 
have  resulted  in  major  withdrawals  of  critical  types  of  labor  from  some  of  the 
non-oil  exporting  countries,  and,  in  turn,  have  created  labor  constraints  there. 

Yet,  it  is  still  true  in  the  Middle  East,  as  in  all  developing  countries,  that 
it  is  necessary  to  have  new  investment  in  order  for  the  countries  to  transform 
themselves  and  even  to  overcome  labor  shortages.   The  significance  of  the  relative 
labor  shortages  which  exist   in  many  countries  should  be  appreciated  in  part 
as  constraining  the  rate  of  investment.   Thus,  the  rates  of  investment  achieved 
in  the  Middle  East,  as  in  other  countries  of  the  world,  still  provide  one  of  the 
most  significant   indicators  of  success  in  achieving  the  transformations  necessary 
in  the  course  of  development. 

The  allocation  of  resources  to  private  and  public  consumption  also  provide 
revealing  insights.   Public  consumption  includes  a  wide  variety  of  expenditures. 
Some  of  them  provide  public  services  essential  for  individual  welfare.   In  many 
of  the  Middle  East  countries,  both  oil  exporting  and  non-oil  exporting,  important 
components  of  various  types  of  individual  consumption  are  provided  directly  . 
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by  governments  or  subsidized.   Expenditures  on  military  manpower  and  equipment 

are  also  included  in  public  consumption  and  can  be  another  major  drain  on  resources. 

Table  5  provides  some  of  the  basic  data  necessary  to  appreciate  the 
allocation  of  lEsairces  to  development.   That  table  presents  the  percentage 
shares  of  private  consumption,  public  consumption  and  investment  in  the  total 
real  resources  which  have  been  available  to  each  country.   These  total  resources 
are  calculated  by  adding  imports  and  returns  from  factor  services  abroad  to  the 
gross  domestic  product  and  subtracting  exports  and  pajmients  to  factor  services 
abroad.   The  result  is  the  net  real  resources  available  for  satisfying  the 
various  types  of  demands  within  the  country.   For  those  oil  exporting 
countries  which  export  capital,  the  net  flow  of  exports  and  factor  payments 
abroad  will  make  the  real  resources  which  are  used  less  than  the  gross  domestic 
product.   While  for  the  capital  importing  countries,  with  a  net  deficit  in  the 
comparison  of  imports  and  exports  and  factor  payments,  the  real  resources 
available  for  use  will  be  greater  than  the  gross  national  product.   Also 
included  in  the  table  are  the  growth  rates  of  the  various  resource  uses. 

One  of  the  striking  features  of  Table  5  is  the  contrast  between  the  share 
of  real  resources  allocated  to  investment  in  the  oil  exporting  countries  as 
a  group  as  compared  to  the  non-oil  exporting  countries,  although  there  are 
important  exceptions.   In  the  oil  exporting  countries,  typically  25  to  40 
percent  or  more  of  resources  have  been  devoted  to  investment  and  the  shares 
rose  sharply  after  1973.   By  comparison,  in  the  non-oil  exporting  countries, 
again  with  some  exceptions,  the  proportions  of  investment  in  total  use  of 
resources  almost  never  reaches  twenty-five  percent  and,  more  typically,  are 
closer  to  twenty  percent.   It  should  be  noted  that  the  proportions  of  investment 
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of  total  resources  available  of  the  oil  exporting  countries  of  the  Middle  East 
are  high,  not  only  by  comparison  with  the  non-oil  exporting  countries  of  the 
region,  but  with  respect  to  developing  countries  as  a  whole.   Certainly  this 
reflects  the  much  higher  per  capita  incomes  of  the  oil-exporting  countries  and 
their  abilities  to  satisfy  public  and  private  Consumption  demands  while 
maintaining  high  investment  rates. 

Another  important  impression  from  Table  5  is  the  change  in  the  proportion 
of  resources  going  to  investment  over  time.   There  has  been  a  clear  tendency 
for  this  proportion  to  increase  in  both  the  oil  and  non-oil  exporting  countries, 
reflecting  somewhat  different  forces.   In  all  of  the  oil  exporting  countries, 
the  proportions  of  resources  going  to  investment  have  increased  from  1970  to 
1976^  but  unevenly  and  to  different  degrees.   To  some  extent  the  increases 
reflect  the  substantial  growth  in  resources  available  after  the  oil  price 
increases  of  1973-1974.   To  some  extent,  however,  they  reflect  the  growing 
ability  of  the  oil-exporting  countries  to  absorb  and  make  use  of  the  resources. 
The  unevenness  is  also  in  part  due  to  the  changes  which  have  occurred  in  the 
rates  of  growth  of  total  resource  availabilities,  as  a  result  of  the  world 
recession  of  1974-1975. 

The  impression  of  growing  absorptive  capacity,  while  undoubtedly  correct, 
is  tempered  somewhat  by  inspecting  the  growth  rates  in  investment  and  the  size 
of  the  absolute  increases  in  investment  as  compared  to  increases  in  the  other 
categories  of  demand.   Table  5  shows  that,  while  the  growth  rates  of  investment 
in  the  oil-exporting  countries  have,  indeed,  been  high,  the  growth  rates  of 
private  consumption  have nf ten  been  nearly  the  same  and  the  growth  rates  of  public 
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consumption  havein.  a  number  of  cases  been  even  higher.   This  is  all  the  more 
significant  when  it  is  noted  that  both  public  and  private  consumption  are  ' 
typically  larger  than  investment  so  that  larger  absolute  increments  are  necessary 
to  achieve  the  same  growth  rate  as  in  investment. 

There  are  significant  differences   in   the  patterns  of  use  of  resources 
among  the  oil-exporting  countries  as  well,  as  compared  to  the  non-oil  exporting 
countries  of  the  Middle  East.   In  Kuwait  there  has  been  relative  stability  in  • 
the  proportions  allocated  to  the  various  uses  over  time,  although  all  uses 
have  grown  relatively  rapidly.   Kuwait  is  among  the  countries  in  which  public 
and  private  consumption  have  had  growth  as  rapid  as  that  of  investment  in  a 
number  of  years  and  investment  actually  fell  in  1976  as  compared  to  1975.   It 
is  also  clear  that  the  absolute  increments  in  consumption  have  been  much  larger 
than  those  in  investment.   Interestingly,  Libya  hashad  a  relatively  larger  share 
of  investment  in  total  resources  used  and  continuing  growth  in  Investment  in 
1976  as  compared  to  1975.   But  the  share  of  investment  in  the  use  of  total 
resources  in  Libya  declined  frpm  1973  to  1975  with  increases  in  the  proportions 
of  private  or  public  consumption. 

Perhaps  Saudi  Arabia,  Iran  and  Iraq  show  the  clearest  suggestions  from 
these  overall  data  of  growing  absorptive  capacities  as  investment 
shares  and  absolute  magnitudes  have  climbed  relatively  consistently .   Correspond- 
ingly, private  and  public  consumption  have  not  groxim  to  the  same  extent.   The 
patterns  in  Algeria  are  less  consistent.   There  was  a  large  jump  in  the  investment 
rate  in  1974,  a  year  later  than  the  increase  started  in  the  other  oil-exporting 
countries,  and  a  subsequent  relative  decline  with  an  absolute  decrease  in 
1976  as  compared  to  1975.   It  is  also  worth  noting,  where  the  data  permit,  that 
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the  share  of  public  consumption  in  the  use  of  total  resources  is  lower  in  both 
Algeria  and  Iran  than  in  the  other  oil-exporting  countries  with  Algeria  at  a 
strikingly  lower  level. 

It  is  not  possible  from  the  data  available  to  identify  the  character  of  the 
increases  in  public  consumption  which  have  typically  occurred.   To  some  extent 
they  retxect  provision  of  a  larger  amount  of  public  goods,  including  military 
expenditures  and,  to  some  extent,  public  provision  of  private  goods. 

The  data  for  Oman  are  too  striking  to  escape  comment.   The  total  resources 
available  to  the  country  grew  rapidly  at  the  beginning  of  the  1970 's  and  the 
growth  accelerated  after  1973.   According  to  the  available  data,  private  consumption 
first  grew  and  then  declined  in  absolute  amount  while  public  consumption  and 
investment  spurted.   \"Jhile  the  changes  in  consumption  may  reflect  the  increasing 
role  of  the  state  in  providing  services,  the  numbers  are  so  remarkable  as  to  require 
deeper  study. 

The  number  of  oil  exporting  countries  and  the  time  period  covered  are  both 
too  small  to  justify  sophisticated  analysis  and  rough  impressions  may  be  misleading. 
With  this  caveat  some  comparisons  with  the  growth  rates  in  Tables  1,  2  and  3  might 
offer  some  tentative  insights.   Kuwait  almost  consistently  had  the  lowest  proportion 
of  the  use  of  resources  for  investment  among  the  oil-exporting  countries  after 
1973,  yet  it  had  overall  and  per  capita  growth  in  real  gross  national  product  which 
were  among  the  highest  if  not  the  highest.   These  facts  suggest  that  in  Kuwait 
the  problems  of  effective  use  of  resources  began  to  be  dealt  with  relatively 
effectively  by  the  early  1970 's.   Though  Algeria  in  a  number  of  years  had  the 
largest  proportion  of  resources  devoted  to  investment  in  many  years  it  had 
the  lowest  real  aggregate  and  per  capita  GNP  growth  rates. 


, 
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Libya,  with  unexceptional  investment  proportions  did  relatively  well  in  terms 

of  GNP  erowth,  better  in  a  number  of  years  than  Saudi  Arabia  with  a  substantially 

larger  share  of  total  resources  being  devoted  to  investment.   Both  countries 

show  signs  of  deceleration  toward  the  mid-1970' s.  Saudi  Arabia, 

Iran  and  Iraq,  in  which  the  proportion  of  resources  devoted  to  investment  was 

among  the  highest,  also  had  growth  rates  among  the  highest,  but  those  growth 

rates  were  also  often  irregular.  .  ,  . 

The  non-oil  exporting  countries  of  the  Middle  East  with  lower  proportions 
of  investment  in  their  use  of  total  resources  are  more  like  conventional 
developing  countries  than  the  oil  exporting  countries  as  a  whole.   Moreover  the 
proportions  of  investment  in  total  resource  use  tend  to  fall  as  income  falls 
with  the  exception  of  1975  as  an  unusual  year  and  Morocco  as  an  unusual  country. 
Israel  is  also  in  many  ways  different  in  its  use  of  resources  from  the  other 
non-oil  exporting  countries  of  the  Middle  East.   Its  allocation  of  resources 
available  to  investment  has  been  higher  than  that  of  other  countries  in  the  group, 
except  for  the  most  recent  years.   Turkey  and  Tunisia  have  also  tended  consistently 
to  have  a  relatively  high  proportion  of  resources  devoted  to  investment. 

There  has  also  been  a  clear  growth  in  investment  proportions  in  all  the 
non-oil  exporting  countries  after  1973.   There  are  somewhat  different  reasons 
for  this  phenomenon  in  each  of  the  countries.   Morocco  has  embarked  on  a  more 
ambitious  development  program.   Egypt  has  also  adopted  major  new  programs  of 
development  associated  with  realignment  and  redirection  of  its  economy.   Tunisia 
has  steadily  improved  the  effectiveness  of  the  mobilization  of  its  resources. 

To  some  extent  a  number  of  these  non-oil  exporting  countries  have  directly 
or  indirectly  benefitted  from  the  rapid  expansion  of  incomes  of  the  oil  exporting 
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countries.   The  direct  benefits  have  come  in  part  through  the  expansion  of  loans 

and  grants  from  the  oil  exporting  countries  to  this  group.   The  indirect  benefits 

have  flowed  to  a  few  of  the  countries  through  the  emigration  of  a  part  of  their 

labor  force  with  consequent  increased  labor  earnings  and  a  large  return  flow  of 

remittances.   It  should  be  noted,  however,  that  the  emigration  of  skilled  workers 

has  also  contributed  to  bottlenecks  to  investment  and  growth  in  the  countries  of  origin. 

To  some  extent  there  has  been  increased  regional  trade  which  has  benefitted 
the  non-oil  exporting  countries.   These  benefits  have  supported  the  expansion  of 
both  consumption  and  investment  in  the  latter  countries.   In  some  cases  the  effects 
of  the  expansion  of  commercial  bank  lending  to  all  developing  countries  which  started 
in  1970  can  be  seen  in  the  group  of  countries.   Both  Turkey  and  Egypt,  for  example, 
participated  in  the  growth  of  this  type  of  lending  which  permitted  them  to  sustain 
their  investment  rates  at  relatively  high  levels  during  the  world  recession  of  1974-1975. 
The  other  consequences  of  this  increased  dependence  on  foreign  lending  will  be  taken 
up  below. 

Where  data  permit  comparisons,  it  is  also  clear  that  the  non-oil  exporting 
countries  tend  to  have  a  much  larger  proportion  of  their  resources  directed  toward 
private  consumption.   This  must  be  due  largely  to  their  relative  poverty  and  the 
difficulty  of  encouraging  voluntary  savings  or  generating  forced  savings  at  low 
income  levels.   Interestingly,  Israel  is  more  like  an  oil-exporting  country  in  this 
respect,  reflecting  in  part  the  relatively  large  amounts  of  foreign  economic  assis- 
tance it  receives.   Nonetheless,  there  are  striking  differences  in  the  group  of 
ion-oil  exporting  countries  in  the  proportions  of  total  resources  directed  toward 
ublic  consumption.   Turkey,  Tunisia,  Morocco  and  the  Sudan  consistently  have 
hares  among  the  lowest  in  this  group  of  countries.   Again  the  explanations  vary 
rom  country  to  country  reflecting  different  commitments  to  military  expenditures 
'hich  fall  under  this  category  of  resource  use.   Although  no  recent  data  from 
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Lebanon  are  included,  reflecting  the  civil  strife  there,  it  is  clear  that  prior 
to  the  outbreak  of  internal  disorders  the  share  of  resources  going  to  public  con- 
sumption was  much  lower  in  Lebanon  than  in  any  other  country  of  the  Middle  East. 

With  the  same  qualifications  as  were  applied  to  the  oil  exporting  countries, 
it  is  useful  to  try  to  associate  the  allocation  of  resources  with  the  growth     .  . 
experience  of  the  non-oil  exporting  countries.   Perhaps  the  most  striking 
fact  is  tnat  with  the  increased  allocation  of  resources  to  investment  which 
occurred  after  1970  and,  particularly  after  1973,  there  was  an  acceleration  of 
growth  in  nearly  all  of  the  countries.   With  respect  to  the  individual  countries, 
just  as  the  ratios  of  investment  to  total  resources  tend  to  drift  down  as  the 
levels  of  real  gross  national  product  per  capita  fall  from  country  to  country, 
so  also  do  the  growth  rates.   The  exceptions  are  interesting  ones.   The  tendency 
is  clearer  during  the  entire  period  from  1960  to  1976  than  after  1970,  with  Tunisia 
standing  out  as  exceptional  over  the  entire  period.   In  the  period  since  1970, 
the  relation  between  growth  in  overall  gross  national  product  and  investment  pro- 
portions has  so  many  exceptions  as  to  call  it  into  question,  although  it  still 
seems  to  exist  for  per  capita  gross  national  product.   Tunisia  again  is  clearly 
unusual.   This  may  reflect  several  factors:   its  avoidance  of  military  conflict, 
a  relatively  stable  political  environment  which  has  also  supported  a  program  of 
radical  social  change,  and  a  continuing  commitment  to  development.   While  some  or 
all  of  these  factors  characterize  other  countries  in  the  group  as  well,  they  have 
worked  most  efficaciously  for  Tunisia. 

On  the  other  hand,  the  comparisons  also  make  clear  that  growth  has  not  been 
tied  closely  to  investment  allocations.   The  connection  seems  clear  in  the  case 
of  Morocco,  for  example,  but  cannot  explain  the  developments  in  Jordan  and  Syria 
which  have  had  somewhat  similar  increases  in  the  share  of  resources  going  to 
investment  but  different  growth  experiences.  ••  '  ' 
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IV.   Transformation  of  the  Structure  of  Economic  Activity 

The  transformations  which  occur  in  the  process  of  development  are  widespread, 
affecting  the  polity  and  society  as  well  as  economy.   The  characteristic  economic 
transformations  which  take  place  are  in  the  changing  importance  of  the  various 
producing  sectors,  in  production  methods  used  in  each  sector,  in  the  structure 
and  functioning  of  markets  and  the  role  and  functioning  of  government.   This  is 
not  to  assert  that  traditional  values  cannot  be  maintained  or  that  the  transformations 
and  new  patterns  must  be  uniform  across  countries.   The  great  variety  which  advanced 
countries  show  in  important  social  and  economic  dimensions  is  prima  facie  evidence 
that  new  developing  countries  also  can  each  be  expected  to  generate  their  own 
somewhat  unique  patterns  of  development.   Thus,  every  country  will  have  its  op- 
timum pattern  of  change,  which  is  difficult  enough  to  determine  for  one  country 
and  impossible  to  generalize  about  in  a  survey.   As  a  result,  although  development 
does  require  transformation  of  the  economic  structure,  it  is  not  possible  to 
make  easy  associations  between  such  transformations  and  progress  toward  development. 
In  addition,  the  information  which  is  usually  available  about  the  kind  of  trans-' 
formations  which  are  occurring  within  any  one  country  is,  at  best,  incomplete  and 
rather  aggregative  in  nature.   Nonetheless  it  is  useful  to  survey  the  data  which 
do  exist  in  order  to  identify  some  of  the  changes  which  are  occurring  and  their   ' 
significance. 

The  set  of  Tables  6  list,  for  the  countries  for  which  information  is  available, 
the  shares  of  each  producing  sector  in  the  generation  of  gross  domestic  product'   ■ 
measured  at  constant  factor  cost  as  well  as  the  growth  rates  of  the  output  of 
each  sector.   Changes  in  the  percentages  reflect  the  changing  importance 
of  the  sector  in  the  economy  as  a  whole  and  show  roughly  the  directions  in  which 
the  transformations  are  occurring.   The  sectoral  growth  rates  indicate  the  absolute 
magnitudes  of  the  changes. 
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Table  6.1 

LIBYA 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACTURING 

CONSTRUCTION 

ELECTRICITY,  GAS  AND 
WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  D^^LLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPENCYj 

TOTAL  GDP 


1975 

1974 

1973 

1970 

ANN! 

ANNUAL 

ANNUAL 

ANNUAL 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROl 

RATE 

RATE 

RATE 

RA' 

4.09 

41.5 

2.89 

-7.4 

3.12 

25.2 

1.59 

-19 

20.08 

-17.4 

24.31 

-36.1 

38.07 

-14.9 

61.86 

13 

5.25 

9.4 

4.80 

9.1 

4.40 

22.2 

2.41 

-10 

13.87 

3.5 

13.40 

24.5 

10.76 

26.5 

5.31 

-4 

.75 

23.0 

.61 

10.3 

.68 

14.8 

.45 

-1 

13.03 

3.5 

12.59 

28.3 

9.81 

25.9 

4.91 

-4 

11.07 

4.1 

10.63 

27.0 

8.37 

25.2 

4.27 

-10 

A. 26 

5.2 

4.05 

34.6 

3.01 

28.8 

1.41 

-8 

13.26 

-1.8 

13.50 

36.^9 

9.93 

2.7 

9.18 

-: 

6.10 

7.0 

5.70 

13.5 

5.02 

5.4 

4.29 

-u 

1     8.28 

10.0 

7.53 

10.4 

6.82 

16.4 

4.32 

-I 

-.03 

— 

— 

" 

[1,261.2 

7.7 

1,171.5 

8.0 

1,085.1 

.6 

1,066.9 

2: 

Source:      IBRD,   Economic  Data  Sheet,    1978 


■Note:      1970-1962 
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Table  6.2 


SAUDI  ARABIA 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


ICULTURE 

IING 

RJFACTURING 

[STRUCTION 

■CTRICITY,  GAS  AND 
ER 

NSPORTATION  AND 
>nj'NICATION 

DE 

KING,  INSURANCE, 
L  ESTATE 

Lie  ADMINISTRATION 
DEFENSE 

ERSHIP  OF  DWELLING 

IVICES 

ER  BRANCHES 

TISTICAL  DISCREPENCM 

AL  GDP 


1            ^^ 

75 

ANNUAL 

1974      1 

1973 

1970 

ANNUAL 

ANNUAL 

ANNUAL 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH, 

RATE 

RATE 

RATE 

RATE  ' 

3.61 

0.8 

3.58 

-9.6 

3.96 

-11.2 

5.66 

-7.8 

53.63 

-7.3 

57.87 

1.8 

56.86 

6.7 

46.86 

1.0 

6.38 

-3.3 

6.60 

-8.2 

7.19 

-9.2 

9.61 

1.3 

6.72 

22.0 

5.51 

8.5 

5.08 

-1.8 

5.37 

-2.6 

1.41 

6.8 

1.32 

-5.0 

1.39 

-4.0 

1.57 

6.4 

8.36 

18.6 

7.05 

4.9 

6.72 

-2.0 

7.14 

^•2 

5.,7 

16.1 

5.14 

2.8 

5.00 

-4.8 

5.79 

1.2 

1.64 

9.3 

1.50 

-2.0 

1.53 

-9.1 

2.04 

1.3 

7.49 

8.6 

6.90 

-4.2 

7.20 

-9.3 

9.65 

-.9 

2.95 

7.7 

2.74 

-4.2 

2.86 

-9.0 

3.80 

-3.3 

1   1.00 

2.0 

.98 

-5.8 

1.04 

-8.8 

1.37 

-1.2 

.85 

7.6 

.79 

-32.5 

1.17 

-.6 

1.15 

2.2 

j 32560.8 

3.2 

31543.1 

4.7 

27495.4 

16.5 

17398.6 

9.8 

::   Saudi  Arabia  data  at  constant  market  prices. 
:  Growth  rate  for  period  1970  -  1963 
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Table  6.3 
IRAN 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACTURING 

CONSTRUCTION  . 

ELECTRICITY,  GAS  AND 
WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  DWELLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPENCXl 


1975 


SHARES 


9.90 
38.64 
11.17 

5.71 
.90 

3.89 

5.70 


ANNUAL 

GROWTH 

RATE 


2.4 

-15.9 

12.0 

31.3 

9.8 

26.7 
12.6 


5.28  I  20.8 


TOTAL  GDP 


9.39 

6.36 
3.05 


7.7 

18.7 
13.4 


3,271.9 


4.3 


1974 


SHARES 


9.67 
45.94 
9.97 
4.35 
.82 


ANNUAL 

GROWTH 

RATE 


5.06 
4.37 

8.72 

5.36 
2.69 


3,137.9 


-2.0 
-8.1 
9.4 
24.3 
10.8 


3.07     8.9 


3.5 

22.8 

12.1 

1.7 
8.0 


8.1 


1973 


SHARES 


9.87 

49.97 

9.11 

3.50 

.74 

2.82 

4.89 
3.56 

7.78 

5.27 
2.49 


ANNUAL 

GROWTH 

RATE 


1970 


2,902.7 


-2.6 
-4.3 

7.7 
-2.9 

4.4 

6.7 

4.9 
14.0 

3.0 

35.5 
3.0 


SHARES 


10.69 

57.07 

7.29 

3.82 

.65 

2.32 

4.24 
2.40 

7.13 

2.12 
2.28 


2,314.1 


Note:  Growth  rate  for  period  1970  -  1960 
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Table  6. A 


I  RAO 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


:CULTURE 

:ng 

acturing 
truction 


TRICITY>  GAS  AND 
R 

SPORTATION  AND 
UNICATION 


[NG,  INSURANCE, 
ESTATE 

C  ADMINISTRATION 
)EFENSE 

ISHIP  OF  DTs^LLING 

:CES 

BRANCHES 

STICAL  DISCREPENCX 

GDP 


19 
SHARES 

75 

ANNUAL 

GROWTH 

RATE 

1974 

1973 

1970 

SHARES 

ANNUAL 

GROWTH 

RATE 

SHARES 

ANNUAL 

GROWTH 

RATE 

SHARES 

ANNUAL 

GROWTH, 

RATE 

9.21 

-26.0 

12.44 

-6.3 

13.27 

-7.9 

16.99 

-.2 

29.05 

3.0 

28.21 

-16.2 

33.66 

5.6 

28.56 

-2.6 

10.28 

5.9 

9.71 

-8.0 

10.55 

0.1 

10.52 

.9 

3.89 

-27.2 

5.34 

42.0 

3.76 

2.7 

3.47 

-1.6 

1.32 

12.8 

1.17 

-  .8 

1.18 

1.5 

1.13 

5.8 

6.93 

31.7 

5.26 

-3.7 

5.46 

-4.1 

6.20 

-1.2 

7.73 

1.4 

7.62 

7.3 

7.10 

-5.7 

8. 46 

4.0 

2.40 

11.6 

2.15 

70.6 

1.26 

-7.1 

1.57 

.2 

17.47 

17.9 

14.82 

30.8 

11.33 

0.7 

11.08 

3.2 

3.86 

12.2 

3.44 

-12.9 

3.95 

-3.5 

4.39 

7.6 

7.86 

-20.1 

9.84 

15.9 

8.49 

3.7 

7.62 

1.2 

— 
1774.4 

12.1 

1583.1 

16.4 

1360.0 

6.7 

1120.2 

6.0 

Growth  rate  for  period   1*970  -   1960 
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Table  6.5 
ALGERIA"'' 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


1975 


SHARES 


AGRICULTURE 
MINING 

MANUFACTURING 
CONSTRUCTION 

ELECTRICITY,  GAS  AND 

WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  DWELLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPENCYi 

TOTAL  GDP 


6.36 
35, ^i5 
10.49 
10.54 

1.18 


10.04 


ANNUAL 

GROWTH 

RATE 


25.94 


51,890.0 


-3.,0 

-4.9 

.5 

4.3 

16.8 


3.5 


4.1 


7.1 


1974 


SHARES 


6.56 
37.26 

10.44 

10.11 

1.01 


ANNUAL 
GROWTH 

RATE 


9,70 


24.92 


48,470.0 


i 


9.2 
-12.3 

1.2 
24,0 
.11.0 


11.6 


6.4 


0.8 


1973 


SHARES 


6.01 
42,49 
10,32 

8.15 
.91 


ANNUAL 

GROWTH 

RATE 


8,69 


23,43 


-18,1 

21,6 

6.8 

19,1 

6,7 


48,105 


-0.2 


-18.1 


5.5 


1970 


SHARES 


10.93 
23.64 

8.48 

4.82 

.75 


8.75 


42,63 


40,939.7 


Note;   Data  at  Market  Prices  (constant) 


'Note;   Growth  rate  for  period  1970  -  1960 


-29- 


Table   6.6 


ISRAEL 

PERCENTAGE   SHARES  OF  SECTORAL  OUTPUT   IN  GROSS   DO>ESTIC  PRODUCT 
AND  ANNUAL   SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT   FACTOR  COST 


CULTURE 

NG 

FACTURING 

TRUCTION 

IRICITY,    GAS  AND 
R 

5P0RTATI0N  AND 
JNICATION 


:NG,    INSURANCE, 
ESTATE 

C  ADMINISTRATION 

lEFENSE 

SHIP  OF  DITELLING 

CES 
Bl  BRANCHES 
aIsTICAL  DISCREPENCi 


;dp 


1       1975 

19 
SHARES 

74  ■ 

ANNUAL 

GROWTH 

RATE 

1973 

19 
SHARES 

70 

ANNUAL 

GROWTH, 

RATE 

SHARES 

ANNUAL 

GROWTH 

RATE 

SHARES 

ANNUAL 

GROWTH 

RATE 

6.80 

7.9 

6.30 

5.0 

6.00 

-2.6 

6.49 

-3.3 

- 

- 

- 

- 

- 

- 

■ 

24.50 

0 

24.50 

0 

24.50 

0.6 

24.08 

4.0 

12.30 

-3.1 

12.70 

0.8 

12.60 

1.4 

12.09 

12.2 

- 

- 

- 

- 

- 

- 

- 

- 

9.00 

-3.2 

9.30 

0 

9.30 

1.4 

8.91 

4.2 

20. on 

-0.5 

20.10 

-3.4 

20.80 

-3.6 

23.20 

-5.0 

- 

- 

- 

- 

- 

- 

- 

- 

19.70 

-0.5 

19.80 

0.5 

19.70 

0.6 

19.35 

-0.9 

7.70 

5.5 

7.30 

0.9 

7.10 

6.5 

5.88 

-11.6 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

21675.0 

2.2 

21208.0 

4.8 

20237.0 

8.1 

16007.0 

8.5 

Growth  rate  for  period  1970  -  1968 
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Table  6.7 
LEBANON 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 


AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACTURING 

CONSTRUCTION 

ELECTRICITY,  GAS  AND 
WATER 

TRANSPORTATION  AND 
COMIWNICATION 

TRADK 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  DUELLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPEN( 

TOTAL  GDP 


1975 


SHARES 


ANNUAL 

GROWTH 

RATE 


I97A 


SHARES 


ANNUAL 

GROWTH 

RATE 


6,680.0 


7.0 


1973 


SHARES 


ANNUAL 
GROWTH 

RATE 


6.94 

15.00 
4.23 
2.13 


-8.8 


3.4 


-1.9 


7.15 


-6.4 


6,242.0 


197n 


SHARES 


9.15 

13.58 
4.48 
2.32 


8.71 


64.56     1.5   i  61.76 


4,866.0 


Note;   Data  in  Constant  Market  Prices 


'Note:  Growth  rate  for  period  1970  -  1960 
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Table  6.8 


TURKEY 

PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


CULTURE 
NG 

FACtlFDRING 
TRUCTION 


TRICITY,  GAS  AND 


SPORTATION  AND 
UNICATION 

E 

ENG,    INSURANCE, 
ESTATE 

[C  ADMINISTRATION 

DEFENSE 

ISHIP  OF  DIALLING 
CES 

1  i  BRANCHES 

r/    STICAL  DISCREPENCYI 


GDP 


1975 

1974 

1973 

1970 

ANNUAL 

ANNUAL 

ANNUAL 

ANNUAL 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

RATE 

RATE 

RATE 

RATE  1 

24.69 

0 

24.69 

1.5 

24.33 

-5.8 

29.11 

-3.3 

1.88 

-1.1 

1.90 

11.8 

1.70 

0 

1.70 

-0.8 

20.25 

-0.4 

20.34 

-1.1 

20.56 

5.3 

17.59 

4.4 

6.69 

-0.6 

6.73 

-1.0 

6.80 

-2.4 

7.32 

1.2 

1.56 

4.0 

1.50 

6.4 

1.41 

4.1 

1.25 

3.0 

9.44 

4.3 

9.05 

0.3 

9.02 

0.7 

8.84 

2.7 

13.44 

0.8 

13.33 

0.2 

13.31 

5.2 

11.43 

2.3 

2.44 

-3.2 

2.52 

0.4 

2.51 

2.7 

2.32 

2.3 

9.63 

-3.0 

9.93 

-2.0 

10.13 

-0.5 

10.27 

0.5 

4.81 

-3.2 

4.97 

-1.2 

5.03 

-0.4 

5.09 

-1.7 

5.19 

0.4 

5.17 

-0.2 

5.18 

0.6 

5.09 

0.02 

«. 

- 

-  .14 

- 

- 

- 

- 

- 

160.0 

1    . 

8.8 

147.0 

8.7 

135.2 

6.5 

112.0 

5.6 

'i  ;:   Growth  rate  for  period  1970  -  1960 
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Table  6.9 

TUNISIA 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT  ' 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACTURING 

CONSTRUCTION 

ELECTRICITY,  GAS  AND 

WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 

AND  DEFENSE 

OWNERSHIP  OF  DWELLING 
SERVICES 
OTHER  BRANCHES 
STATISTICAL  DISCREPENC 

TOTAL  GDP 


1975 


SHARES 


20.98 
5.75 

10.29 
7.59 
1.75 

6.13 

14.0 


14.08 

5.57 
9.59 
4.27 


1,135,1 


ANNUAL 

GROWTH 

RATE 


-5.5 
-1.2 
-3.3 
11.0 
-5.9 

1.0 

0.1 


-0.4 

-6.2 

0.9 

42.3 


8.9 


1974 


SHARES 


22.20 
5.82 

10.64 
6.84 
1.86 

6.07 

13.99 


ANNUAL 

GROWTH 

RATE 


14.13 

5.94 
9.50 
3.00 


.,042.3 


1.4 
3.4 
2.3 
2.2 
.  2.2 

-5.9 

-0.5 


4.1 

-7.8 

-1.5 

-12.0 


10.4 


1973 


SHARES 


21.89 
5.63 
10.40 
6.69 
1.82 

6.45 

14.06 


ANNUAL 

GROWTH 

RATE 


13.57 

6.44 
9.64 
3.41 


944.4 


2.4 
-7.8 

5.5 
-1.8 
-0.2 

-2.6 

4.4 


-4.6 

-5.0 
1.4 
4.6 


9.7 


1970 


SHARES 


20.39 
7.18 
8.86 
7.07 
1.83 

6.98 

12.35 


15.64 

7.52 
9.25 
2.98 
-.04 

715.9 


NOTE:   For  Period  1970-1961 
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Table  6.10 


SYRIA 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


CULTURE 

NG 

FACTURING 

TRUCTION 

TRICITY,  GAS  AND 


SPORTATION  AND 
[JNICATION 


[NG,  INSURANCE, 
ESTATE 

[C  ADMINISTRATION 
)EFENSE 

ISHIP   OF  DIv^LLING 

:CES 

I  BRANCHES 

STICAL  DISCREPENCYI 


,  GDP 


1975 

19 

74 
ANNUAL 

1973               1! 

1970 

ANNUAL 

ANNUAL 

ANNUAL 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

RATE 

RATE 

RATE 

RATEl 

21.49 

-4.7 

22.55 

27.5 

17.69 

-6.8 

21.85 

0.1 

6.17 

29.4 

4.77 

11.7 

4.27 

20.7 

2.43 

15.68 

-3.6 

16.26 

1.1 

16.08 

1.3 

15.48 

-2.0 

4. 04 

22.4 

3.30 

22.7 

2.69 

0.1 

2.68 

-4.0 

1.51 

8.6 

1.39 

5.3 

1.32 

1.8 

1.25 

13.89 

9.5 

12.68 

-16.2 

15.13 

8.0 

11.99 

0.7 

10.26 

1.0 

10.16 

-4.0 

10.58 

-7.9 

13.55 

-2.5 

1.69 

-17  i  2 

2.04 

2.0 

2.00 

-5.1 

2.34 

-0.6 

10.86 

-7.1 

11.69 

-22.3 

15.05 

3.0 

13.79 

6.3 

5.74 

-6.5 

6.14 

-5.0 

6.46 

-1.6 

6.79 

-3.5 

8.67 

-3.9 

9.02 

3.3 

8.73 

3.6 

7.85 

1.3 

- 

- 

— 

-■ 

- 

- 

- 

- 

" 

- 

- 

- 

- 

- 

- 

- 

7214.5 

12.4 

6421.3 

8.8 

5903.8 

4.9 

5110.3 

6.5 

Growth  rate  for  period  1970  -  1960 


-34- 

Table  6.11 
JORDAN 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  >fEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACTURING 

CONSTRUCTION 

ELECTRICITY,  GAS  AND 
WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  DWELLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPENC 

TOTAL  GDP 


1975 


SHARES 


ANNUAL 

GROWTH 

RATE 


1974 


SHARES 


ANNUAL 

GROWTH 

RATE 


1973 


SHARES 


14.09 


19.77 


ANNUAL 

GROWTH 

RATE 


18.74 


18.20 


29.21 


204.4 


-2.3 


10.8 


1970 


SHARES 


-2.3 


-3.1 


15.11 


14.54 


-1.2 


20.07 


20.01 


30.27 


4.8 


177.4 


Note:  Growth  rate  for  period  1970  -  1960 
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Table  6.12 

MOROCCO 

PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


CULTURE 
NG 

FACirURING 
TRUCTION 

IRICITY,  GAS  AND 

R 

5P0RTATI0N  AND 
JNICATION 

[NG,  INSURANCE, 
ESTATE 

C  ADMINISTRATION 
)EFENSE 

;SHIP  OF  DTOLLING 

;CES 

BRANCHES 

STICAL  DISCREPENCXI 

GDP 


1975 

1974      1 

1973 

1970 

ANNUAL 

ANNUAL 

ANNUAL 

ANNUAL 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

SHARES 

GROWTH 

RATE 

RATE 

RATE 

RATE  2 

21.94 

-12.0 

24.92 

3.4 

24.11 

-4.3 

27.48 

-0.6 

3.69 

-26.3 

5.01 

3.1 

4.86 

2.0 

4.58 

-2.6 

13.45 

6.0 

12.69 

-5.8 

13.47 

2.4 

12.56 

0.4 

8.14 

67.1 

4.87 

5.9 

4.60 

-3.8 

5.17 

3.9 

3.26 

7.6 

3.03 

-1.9 

3.09 

6.1 

2.59 

2.7 

21.31 

- 

5.8 

20.15 

-2.5 

20.67 

0.8 

20.17 

-0.4 

28.20 

-3.9 

29.33 

0.4 

29.21 

2.1 

27.45 

0.4 

16542.0 

0.1 

16518.0 

10.3 

14970.0 

3.4 

13536 

4.1 

:  Data  is  in  constant  market  prices. 
Growth  rate  for  period  1970  -  1960 


■36- 


Table  6.13 


SUDAN 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACFORING 

CONSTRUCTION 

ELECTRICITY,  GAS  AND 
WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  DWELLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPENCY] 

TOTAL  GDP 


1975 


SHARES 


38.74 

10.65 
4.86 
1.39 

6.64 

24,40 


13.28 


1510.8 


ANNUAL 

GROWTH 

RATE 


19,2 

21.7 

-29.2 

15.8 

-10.1 

14,1 


-11.1 


2.2 


1974 


SHARES 


32.49 

8.75 
6.86 
1.20 

7.39 

21.39 


14.94 


7,0 


1478,7 


ANNUAL 

GROWTH 

RATE 


-15.1 

10.2 

34.0 

-41.7 

-5.1 

-4.8 


-8.6 


13.1 


1973 


SHARES 


38.26 

7.94 
5.12 
2.06 

7.79 

22.48 


ANNUAL 

GROWTH 

RATE 


16.35 


1307.0 


4.8 

-9.8 
-2.9 
-5.1 

-4.3 

0.4 


-1.0 


4.6 


1970 


SHARES 


33.28 

10.81 
5.59 
2.41 

8.89 

22.20 


16.83 


1143.2 


ANNI 

GRO^ 

RAT 


0.: 
2.1 

-5. 
7. 


8. 


Note:  Growth  rate  for  period  1970  -  1967 
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Table  6.U 

PEOPLE'S  DEMOCRATIC  REPUBLIC  OF  YEMEN 

PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


CULTURE 

•■acturing 
:ruction 
ricity,  gas  and 


portation  and 
inication 


NG,  INSURANCE, 
ESTATE 

C  ADMINISTRATION 
EFENSE 

SHIP  OF  DOTLLING 

CES 

BRANCHES 

■sTICAL  DISCREPENCYl 

GDP 


1975 


SHARES 


22.88 

7.21 
6.44 
1.92 

8.17 

19.23 
.67 

17.40 

5.58 
10.48 


104.0 


ANNUAL 

GROWTH 

RATE 


-2.0 

7.8 

2.5 

-1.5 

13.5 

-9.7 
8.1 

9.8 

-4.8 
-3.9 


7.0 


1974 


SHARES 


23.35 

6.69 
6.28 
1.95 

7.20 

21.30 
.62 

15.84 

5.86 
10.91 


97.2 


ANNUAL 
GROWTH 

RATE 


-2.5 

8.1 
24.1 

-8.9 

12.3 

-6.7 
-7.5 

7.5 

-5.3 
-7.6 


9.3 


1973 


SHARES 


23.96 

6.19 
5.06 
2.14 

6.41 

22.83 
.67 

14.74 

6.19 
11.81 


88.9 


ANNUAL 

GROWTH 

RATE 


3.3 

6.9 
51.7 
-2.2 

-4.0 

-8.9 
3.7 

4.8 

0.2 
-1.7 


2.4 


1970 


SHARES 


21.74 

5.07 
1.45 
2.29 

7.25 

30.19 
.60 

12.80 

6.16 
12.44 


82.8 


ANNUAL 
GROWTH . 
RATE  ■ 


-1.9 

-10.9 

-14.2 

-0.4 

-0.1 

-0.3 
-1.6 

9.0 

3.9 
0.7 


0.2 


Growth  rate  for  period  1970  -  1969 
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Table  6. IS 


EGYPT 


PERCENTAGE  SHARES  OF  SECTORAL  OUTPUT  IN  GROSS  DOMESTIC  PRODUCT 
AND  ANNUAL  SECTORAL  GROWTH  RATES  MEASURED  AT  CONSTANT  FACTOR  COST 


AGRICULTURE 

MINING 

MANUFACTURING 

CONSTRUCTION 

ELECTRICITY,  GAS  AND 
WATER 

TRANSPORTATION  AND 
COMMUNICATION 

TRADE 

BANKING,  INSURANCE, 
REAL  ESTATE 

PUBLIC  ADMINISTRATION 
AND  DEFENSE 

OWNERSHIP  OF  DIALLING 

SERVICES 

OTHER  BRANCHES 

STATISTICAL  DISCREPENCYj 

TOTAL  GDP 


21.1  h 

18.84 
3.40 
2.11 

6.91 
9.76 


1975 


SHARES 


3390.5 


ANNUAL 

GROWTH 

RATE 


-6.5 

2.1 

40.5 

5.5 

22.1 

0.6 


3.85    -6.8 
33.39    -2.9 


9.6 


1974 


SHARES 


23.25 

18.46 
2.42 
2.00 

5.66 
9.70 


4.13 
34,39 


3093.0 


ANNUAL 

GROWTH 

RATE 


-7.2 

-3.9 
-31.1 
0 

2.0 
3.4 


-5.1 
11.1 


8.0 


1973 


SHARES 


4.35 
30.95 


2863.2 


ANNUAL 

GROWTH 

RATE 


25.05 

19.21 
3.51 
2,00 

5.55 
9.38 


-2.3 

-3.9 

-8.9 

1.2 

-0.8 
1.3 


-4.7 
7.2 


6.5 


1970 


SHARES 


26.87 

21.67 
4.65 
1.93 

5.69 
9.02 


5.02 
25.14 


2367.4 


4, 


Note;  Growth  rate  for  period  1970  -  1960 
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In  Libya  one  of  the  most  striking  aspects  of  the  change  in  relative  importance 
of  the  various  sectors  is  the  decline  in  the  share  of  gross  domestic  product 
generated  by  the  mining  sector,  which  overwhelmingly  is  petroleum  production. 
This  relative  decline  reflects  an  absolute  reduction  in  the  output  of  this  sector 
measured  in  constant  prices  since  a  peak  in  1969,  while  the  value  of  output  in  current 
prices  '-as  continued  to  rise.   Although  the  contribution  of  the  petroleum  sector 
to  total  output  has  been  declining,  there  has  been  rapid  growth  in  all  other  sectors 
of  the  Libyan  economy  since  1973  both  in  absolute  and  in  relative  terms.   The 
growth  in  agriculture  actually  started  in  1972  and  reversed  a  declining  trend 
in  the  1960 's.   On  the  other  hand,  the  growth  of  the  manufacturing  sector  has  been 
continuing.  However,  both  sectors  remain  small  in  relative  terms.   One  of  the  most 
striking  growth  patterns  occurred  in  the  construction  sector,  reflecting  the  high 
rate  of  investment  which  is  taking  place  in  the  economy.   It  may  also  be  noted 
that  this  observation  reinforces  that  made  elsewhere,  with  respect  to  the  importance 
of  the  immigrant  labor  force  for  Libya  in  which  construction  workers  are  a 
major  component.   There  has,  as  well,  been  substantial  growth  in  the  "infrastructure" 
sectors  such  as  electricity  generation  and  transport  It  is  also  clear  that  the 
government  sector  is  one  of  the  largest  in  the  economy  as  a  whole.   The  trans- 
formation of  the  Libyan  economy  is  still  at  an  early  stage  but  it  does  appear  to 
be  in  process. 

The  pattern  of  change  in  Saudi  Arabia  is  strikingly  different  from  that  of 
Libya.   The  petroleum  producing  sector  has  virtually  maintained  its  relative 
position  in  a  rapidly  growing  economy.   Although  agriculture  and  manufacturing  have 
grown,  their  growth  rates  have  not,  in  general,  been  as  rapid  as  the  economy  as  a 
whole  so  that  in  absolute" terms,  their  relative  importance  has  been  declining  slightly. 
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The  other  relative  changes  in  the  Saudi  Arabian  economy  have  also  been  modest. 
The  share  of  construction  activity  in  the  total  economy  has  increased  somewhat 
but  not  dramatically  from  1970  to  1975  or  even  from  what  it  was  in  the  mid-1960' s. 
The  share  of  public  administration  and  defense  in  total  gross  domestic  product 
has  also  grown  only  modestly.   The  sectoral  patterns  of  the  Saudi  Arabian  economy 
do  not,  Lherefore,  suggest,  as  of  the  end  of  1976,  the  major  transformations 
which  might  be  expected  in  the  course  of  diversified  development. 

The  changes  in  relative  sectoral  importance  in  Iran  are  somewhat  different 
from  those  which  have  occurred  either  in  Libya  or  in  Saudi  Arabia.   The  absolute 
growth  which  has  taken  place  in  agriculture  has  not  been  sufficient  to  maintain 
its  relative  position.   The  share  of  the  petroleum  sector  in  total  gross  domestic 
product  has  actually  declined  over  time  as  in  Libya.   The  share  of  manufacturing 
in  1976  was  somewhat  greater  than  in  1970  and  1973,  again  as  in  Libya.   The  relative 
growth  in  other  major  producing  sectors  has  helped  to  make  up  the  relative  decline 
in  importance  of  the  petroleum  sector.   There  has  also  been  a  substantial  growth 
in  the  role  of  construction,  again  reflecting  the  high  rate  of  investment  in  the 
economy.   However,  the  relative  growth  in  the  share  of  housing  suggests  that  a 
large  proportion  of  the  investment  has  gone  into  this  sector.   In  the  basic  infra- 
structure sectors  it  is  only  transportation  whose  relative  share  has  grown  sub- 
stantially.  And  there  has  been  growth  in  the  relative  share  of  the  government 
sector.   Thus,  by  the  last  date  for  which  information  is  available,  the  basic 
structural  transformations  which  would  ordinarily  be  expected  in  the  course  of 
development  are  clearly,  but  somewhat  unevenly,  under  way. 

The  sectoral  patterns  in  Iraq  have  been  among  the  most  stable.   Except  for 
the  major  increase  in  1973,  which  was  short-lived,  the  share  of  petroleum  sector 
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in  the  economy  has  remained  virtually  unchanged  since  the  1960's.   The  contribution 
of  agriculture  has  declined  in  absolute  as  well  as  relative  terms  from  a  peak  in 
1968.   There  has  been  substantial  absolute  growth  in  petroleum  and  manufacturing, 
but  the  share  of  manufacturing  has  essentially  been  unchanged  since  1970.   There 
has  been  a  slight  increase  in  the  contribution  of  the  basic  utility  sectors  but 
a  relative  decline  in  the  share  of  housing.   The  role  of  government  in  the  economy 
clearly  has  increased  more  rapidly  than  any  other  sector,  but  it  is  difficult 
to  identify  this  as  leading  clearly  to  development.   Thus,  on  the  basis  of  this 
evidence,  Iraq  has  yet  to  start  its  evolution  from  a  primary  producer  of  oil 
toward  diversified  development. 

The  Algerian  patterns  of  sectoral  change  are  a  mixture  of  what  appears  to 
be  diversification  and  increased  reliance  on  primary  production.   The  share  of 
the  petroleum  sector  in  total  gross  domestic  products  increased  from  its  early 
development  in  the  mid-1960 's  and  then  leveled  off  and  declined  somewhat.   But 
this  reduction  is  related  to  agricultural  growth  which  resumed  only  in  197A  after 
a  decline  starting  in  1968.   There  has  been  more  consistent  growth  in  manufacturing 
and  even  more  rapid  growth  in  the  construction  sector.   A  relatively  large  service 
sector,  which  may,  however,  include  some  other  activities,  has  declined  in  absolute 
as  well  as  relative  terms  while  the  share  of  public  administration  and  defense 
has  grown  somewhat. 

Thus,  reviewing  the  sectoral  information,  which  is  available  for  the  most 
part  only  up  to  the  end  of  1976,  for  the  oil-producing  countries  of  the  Middle 
East,  one  can  only  conclude  that  as  a  group  they  do  not  yet  show  a  clear  transition 
to  a  pattern  of  diversified  growth  which  is  generally  associated  with  development. 
Although  the  dependence  on  petroleum  production  has  tended  to  fall  relatively, 
that  has  not  been  true  of  all  the  countries.   Where  it  has  occurred,  the  decline 
has  not  been  made  up  mainly  by  improvements  in  agriculture  or  manufacturing 
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though  some  countries  have  experienced  rapid  growth  in  these  sectors.   The 
compensating  changes  have  tended  to  concentrate  in  the  construction  and  service 
sectors.   However,  it  is  possible  that  the  investment  programs,  which  are  reflected 
in  the  relative  growth  in  construction  in  most  of  the  oil  exporting  countries 
and  which  have  often  generated  more  than  proportionate  growth  in  the  infrastructure 
sectors,  may  yet  yield  a  more  diversified  production  base. 

The  ron-oil  exporting  countries  show  characteristic  differences,  as  could 
be  expected,  from  the  oil  exporting  countries.   With  small,  even  negligible  . 
proportions  of  their  gross  domestic  product  generated  by  primary  production 
of  minerals  or  oil,  a  more  important  role  is  played  by  the  agricultural  and 
manufacturing  sectors  in  the  generation  of  their  gross  domestic  products. 

Israel  is  unusual  in  a  number  of  respects  in  the  group  of  non-oil  exporting 
countries  in  the  distribution  of  its  sectoral  output.   A  relatively  small 
proportion  of  its  gross  domestic  product  is  generated  in  the  agricultural  sector 
and  in  this,  it  is,  for  different  reasons,  like  an  advanced  country  and  like  the 
oil  exporting  countries  of  the  Middle  East.   But  the  growth  rate  of  the  agricultural 
sector  in  Israel  has  been  relatively  rapid  as  compared  to  a  number  of  the  oil 
exporting  countries  and  all  of  the  non-oil  exporting  countries.   Israel  is  also 
like  advanced  countries  in  having  a  large  share  of  manufacturing  in  total  output 
but  unlike  them  in  the  relatively  large  proportion  of  construction.   The  latter  is 
higher  than  in  any  of  the  non-oil  exporting  countries  and,  in  this  respect  also, 
Israel  is  like  an  oil  exporting  country. 

The  recent  data  for  Lebanon  is  too  distorted  by  the  internal  unrest  to  be 
revealing  except  to  confirm  the  relative  importance  of  the  trade  and  service  sectors 
in  the  economy. 

Turkey  is  more  clearly  than  most  of  the  countries  of  the  Middle  East  in  the 
process  of  transformation  to  the  diversified  pattern  of  output  of  advanced  countries. 
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The  share  of  the  agricultural  sector  is  declining  in  spite  of  relatively  rapid 
growth  in  this  sector  in  absolute  terms.   The  share  of  manufacturing  is  rising, 
reflecting  the  sector's  higher  than  average  growth  rates.   Turkey  remains  one 
of  the  most  agricultural  countries  of  the  Middle  East  but  has  become  one  of  the 
most  industrialized  as  well. 

Tunisia  is  somewhat  like  Turkey  but  is  neither  as  agricultural  a  country 
nor  as  industrialized.   It  has  a  larger  share  of  output  from  the  extractive  sector 
and  the  tertiary  sectors  than  has  Turkey. 

The  more  or  less  constant  pattern  of  sectoral  output  in  Syria  confirms  previous 
indications  of  relative  lack  of  change.   Although  there  has  been  growth  in  agricul- 
ture, it  has  been  uneven  and  has  not  resulted  in  change  in  the  relative  importance 
of  the  sector,  as  is  true  also  of  manufacturing.   The  relative  importance  of  the 
construction  sector,  while  not  as  great  as  in  the  oil-exporting  countries  or  even 
in  some  of  the  other  non-oil  exporting  countries,  has  grown  and  suggests  tentatively 
that  some  transformations  may  be  starting. 

The  recent  data  for  Jordan  are  too  scanty  to  provide  a  basis  for  analysis  but 
its  relative  dependence  on  trade  and  services  is  striking. 

Morocco  is  like  Tunisia  in  many  respects,  but  there  is  a  suggestion  in  the 
data  that  it  has  been  concentrating  somewhat  more  on  the  provision  of  basic 
"infrastructure".   The  acceleration  of  the  output  of  its  construction  sector  in 
recent  years  suggests  further  transformations  are  in  process.   On  the  other  hand, 
industrialization  in  Morocco  has  been  proceeding  less  rapidly  than  in  Tunisia.  .. 

The  changes  in  the  sectoral  patterns  in  the  Sudan  have  been  irregular  and 
trends  are  difficult  to  discern.   Unlike  many  developing  countries,  the  share 
of  agriculture  in  gross  domestic  product  has  risen,  but  unevenly,  over  time.   The 
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share  of  manufacturing  has  not  changed  substantially  since  1970  but  both  agriculture 
and  manufacturing  have  suffered  years  of  absolute  setbacks.   The  construction 
component  has  varied  dramatically,  showing,  perhaps,  the  influence  of  the  initiation 
and  completion  of  particular  projects.   It  is  clear  that  the  unevenness  in  the 
aggregate  growth  pattern  of  Sudan  has  its  counterpart  in  the  sectoral  patterns 

The  economy  of  the  Yemen  People's  Democratic  Republic  suffered  a  general 
decline  at  the  very  end  of  the  1960 's  and  in  the  early  1970's.   The  sectoral 
patterns  of  the  early  1970 's  reflect  the  recovery  from  that  decline  perhaps  as  much 
as  basic  growth  trends.   Most  of  the  decline  was  in  the  transportation,  communicatioi 
and  trade  sectors.   The  agricultural  and  manufacturing  sectors,  whose  development 
had  not  proceeded  far  in  any  case,  were  relatively  unaffected  except  that  there 
was  little  growth  until  the  early  1970 's.   After  1972  the  growth  in  manufacturing 
became  substantial,  although  it  is  still  a  small  sector,  and  the  trade  ' 
and  service  sectors  began  to  recover.   The  small  size  of  the  construction  sector 
and  its  modest  growth  suggest  that  major  transformations  in  the  country  are  yet 
to  be  put  underway. 

Egypt  is  at  once  the  largest  of  the  Middle  East  countries  in  terms  of  its 
population,  the  most  advanced  in  terms  of  industrialization,  except  for  Israel 
and  Turkey,  and  one  of  the  poorest  in  terms  of  its  per  capita  income.  As  might  be 
expected,  in  a  developing  country  the  share  of  the  agricultural  sector  in  gross  domeJt( 
product  has  declined  in  recent  years  and  that  relative  decline  has  been  accompanied 
by  a  modest  absolute  growth.   After  only  small   increases  in  a  number  of  years 
in  the  late  1960 's  and  early  1970' s,  growth  in  manufacturing  accelerated  sharply 
in  1975  and  1976.   The  uneven  pace  of  advancement  of  the  construction  sector 
indicates  it  is  one  of  the  major  bottlenecks  to  investment  and  growth  in  Egypt, 
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/I 
as  has  been  reported  in  detail  elsewhere.    It  is  clear  also  that  the  various 

service  sectors,  including  new  government,  have  expanded  at  a  rapid  rate,  con- 
firming the  conventional  view  of  economic  trends  in  Egypt. 

The  non-oil  exporting  countries  of  the  Middle  East  are,  therefore,  in  quite 
different  stages  of  transformation  of  their  economies.   Israel  is  essentially  an 
advanced  country.   Other  countries,  like  Turkey,  have  already  progressed  rather 
far  toward  becoming  modem,  diversified  economies.   Tunisia  and  Morocco  are 
making  good  progress.   Other  countries  like  Egypt,  though  having  achieved  some 
degree  of  industrialization,  are  now  proceeding  at  relatively  slow  rates  in  this 
direction.        ^ 
;      Each  country  deserves  its  own  study  and  it  is  not  possible  to  generalize 
in  a  survey  such  as  this.   The  impacts  of  the  world  recession,  domestic  economic 
restructuring,  access  to  foreign  economic  assistance,  internal  strife  and  external 
wars  have  all  been  different  from  country  to  country.   These  influences  have  led 
to  differences  among  the  Middle  East  countries  which  become  even  more  clear  in 
examining  their  sectoral  development  patterns  than  in  their  aggregate  growth  rates. 
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V.   International  Viability 

The  stimulus  for  the  acceleration  of  growth  of  the  oil  exporting  countries 
after  1973  came,  of  course,  from  the  large  increase  in  the  revenues  from  their 
exports.   That  is  shown  in  Table  7  which  identifies  1974  as  the  year  in  which 
the  major  growth  in  export  revenues  occurred,  although  the  rate  of  expansion  in 

1973  waj,  in  a  number  of  cases,  not  much  smaller.   This  expansion  is  described 

8 
elsewhere  so  will  not  be  covered  here  in  any  more  detail.    It  is  interesting 

to  note  that,  subsequently,  with  the  exception  of  Iraq,  the  oil  exporting  countries 

all  suffered  declines  in  export  earnings  as  a  result  of  the  1974-1975  recession. 

After  1975  the  growth  in  export  earnings  resumed,  although  at  a  much  slower  pace 

than  previously  and,  in  the  case  of  Iran  in  1977  as  compared  to  1976,  there  was 

a  barely  discernible  increase. 

It  has  been  widely  noted  that  the  oil  exporting  countries  have  been  able 

to  increase  their  imports  at  a  faster  rate  than  had  been  anticipated  after  the 

increase  in  oil  prices  in  1973-1974  so  sharply  raised  their  export  revenues. 

That  phenomenon  is  also  apparent  in  Table  7.   The  growth  in  oil  revenues  from 

1973  to  1974  was  almost  matched  in  the  same  year  by  growth  in  imports  in  the 

case  of  Kuwait  and  more  than  matched  by  Iraq.   Although  this  was  not  the  case  in 

the  other  oil  exporting  countries,  the  rate  of  expansion  of  their  imports  was 

nonetheless  quite  high.   The  growth  of  imports  continued  at  rapid  but  somewhat 

slower  rates  in  1975  and  1976  reflecting,  perhaps,  the  almost  uniform  slump  in 

export  earnings.   The  deceleration  in  the  rate  of  growth  o  f  imports  continued 

until  1976  in  most  of  the  oil  exporting  countries  when  there  was  a  subsequent 

acceleration  again  in  1977.   The  exceptions  are  Saudi  Arabia,  for  which  1976  was 

the  year  of  the  fastest  export  growth  with  deceleration  in  1977.   In  Iran,  instead 

of  import  growth  in  1977  there  was  an  absolute  decline.   ,  ■         •   ,  ' 
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In  the  non-oil  exporting  countries,  as  would  be  expected,  the  patterns  of 
export  and  import  development  are  generally  quite  different  than  in  the  oil  , 
exporting  countries,  but  there  are  some  striking  parallels.   The  year  1974  was  a 
year  of  unusually  rapid  expansion  of  exports  for  all  the  non-oil  exporting 
countries  except  Turkey  and  the  Sudan.   The  year  1975  was  a  year  of  export  decline 
but  not  so  uniformly  as  in  the  oil  exporting  countries.   With  some  exceptions 
there  was  recovery  in  export  growth  in  1976  and  1977  and  the  rates  of  expansion 
often  approached  those  achieved  in  the  oil-exporting  countries. 

The  rapid  growth  of  exports  for  a  number  of  the  non-oil  exporting  Arab 
countries  in  1974  suggests  again  that  there  were . important  spillover  effects 
from  rapid  growth  in  incomes  of  the  oil  exporting  countries.   The  declines  in   . 
1975  again  reflected  world  recession  but  in  Syria,  the  Sudan  and  the  Yemen 
Arab  Republic,  though  they  were  not  completely  immune,  there  was  only  a  decline  in 
the  rate  of  expansion,  still  reflecting  the  prosperity  in  the  economies  of  the 
oil  exporting  countries.  ■  -     ■  ' 

The  growing  balance  of  payments  problems  of  the  non-oil  exporting  countries 
of  the  Middle  East  are  shown  in  the  rapid  expansion  of  imports  in  1974  and 
the  failure  of  most  of  the  countries  to  adjust  the  rate  of  growth  of  their  imports 
downward  as  rapidly  as  the  rate  of  growth  of  their  exports  fell.   This  has  clearly 
been  the  case  for  Turkey,  Tunisia,  Syria,  Jordan,  Morocco  and  the  Yemen  Arab 
Republic.   In  some  years  it  has  been  characteristic  of  Egypt  as  well.   In  some 
of  these  countries  imports  actually  grew  while  exports  declined,  opening  a  wide  currei 
account  deficit.   This  is  true  of  Turkey  in  1975  and  1977,  of  Tunisia  in  1975  and 
1976,  of  Jordan  in  1975  and  1977  and  Syria  in  1977  and  the  Yemen  Arab  Republic 
in  1976  and  1977.  ■   ■.•■.■ 
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The  differences  in  the  balance  of  pa3Tnents  conditions  of  the  oil  exporting 
and  the  non-oil  exporting  countries  is  made  clear  in  Table  8  which  shows  the 
ratio  of  the  current  account  surplus  or  deficit  to  the  gross  national  product 
of  each  of  the  countries.   In  1960  nearly  all  of  the  countries  of  the  Middle 
East,  oil  exporting  and  non-oil  exporting  alike,  had  a  current  account  deficit. 
By  1970  that  was  still  true  for  all  of  the  non-oil  exporting  countries,  with 
only  a  fe^r  exceptions,  but  was  not  true  of  the  oil  exporting  countries  except 
for  Iran  and  Algeria,  where  the  deficits  were  small. 

For  the  most  part,  after  1973  the  oil  exporting  countries  had  current 
account  surpluses,  but  the  relative  magnitudes  were  quite  different  among 
the  countries.   In  Kuwait  and  Saudi  Arabia  the  surpluses  were  at  least  one-third, 
but  more  often  close  to  two-thirds  of  their  gross  national  product.   The  • 
surpluses  were  much  smaller  in  all  of  the  rest  of  the  oil  exporting  countries 
and  in  some  countries  in  some  years  became  deficits. 

On  the  other  hand,  current  account  deficits  were  a  regular  condition  of 
life  in  the  non-oil  exporting  countries  and,  in  some  of  those  countries,  the 
deficits  were  regularly  a  large  fraction  of  their  gross  national  product.   For 
different  underlying  reasons,  Israel  and  Jordan  provide  the  most  consistent  and 
conspicuous  examples  in  the  1970' s,  but  the  same  has  been  true  since  1973  for 
the  Yemen  People's  Democratic  Republic  and  since  1974  for  Egypt,   In  most  of 
the  other  non-oil  exporting  countries  in  most  years  the  deficits  have  been 
relatively  small  fractions  of  their  gross  national  product.   While  in  general  this 
should  imply  that  they  were  relatively  manageable,  that  has  obviously  not  been 
the  case  for  a  number  of  the  countries  which  have  had  to  make  extraordinary  efforts 
to  cover  their  foreign  deficits. 
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Ratio  of  Current  Account  Surplus  (+)  or  Deficit  (-)  to  GNP  in  Current  Prices'* 


1976 

1975 

1974 

19  73 

1970 

1960 

Oil  Exporting  Countries 

Kuwait 

+  .61 

+  .68 

+  .56 

+  .35 

+  .37 

Libya 

-.05 

+  .14 

+  .05 

+  .21 

-.04 

Saudi  Arabia 

+  .63 

+  .64 

+  .37 

+  .11 

-.29 

Oman 

-.01 

-.02 

+  .06 

-.15 

+  .40 

Iran 

+.11 

+  .08 

+  .25 

+  .14 

-.04 

-.04 

Iraq 

+  .06 

+  .24 

+  .16 

+  .03 

-.01 

Algeria 

-.06 

-.15 

+  .03 

-.12 

-.08 

-.03 

Non-Oil  Exporting  Countries 

-.26 

-.30 

-.25 

-.27 

-.21 

'■ 

Israel 

-.14 

Lebanon 

-.05 

-.06 

-.03 

-.08 

Turkey 

-.05 

-.05 

-.03 

+  .02 

-.01 

-.03 

Tunisia 

-.07 

-.05 

-.002 

-.04 

-.07 

-.10 

Syria 

-.19 

-.11 

-.09 

-.02 

-.04 

-.01 

Jordan 

+  .04 

-.29 

-.18  - 

-.22 

-.20 

-.25 

Morocco 

-.16 

-.07 

+  .03 

+  .01 

-.05 

+  .02 

Sudan 

-.10 

-.03 

-.01 

+  .01 

+1.00 

FDR  Yemen 

-.20 

-.27 

-.17 

+  .005 

Egypt 

-.16 

-.24 

-.15 

-.06 

-.06 

-.003 

Source:   IBRD,  Country  Data  Sheet,  1978 


"1961 
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Further  evidence  on  the  international  viability  of  the  various  countries 
of  the  Middle  East  is  provided  in  Table  9.   For  purposes  of  comparison,  the  final 
row  in  the  table  lists  data  for  all  middle  income  developing  countries.   Prior 
to  the  increase  in  oil  prices  in  1973-1974,  debt  service  was  not  an  inconsequential 
fraction  of  either  the  gross  national  product  or  exports  of  Iran,  Iraq,  and 
Algeria  among  the  oil  exporting  countries.   It  is  quite  striking  that,  accord- 
ing to  these  variables,  Algeria  in  1976  was  in  a  m.uch  more  exposed  position 
than  in  1970  while,  more  in  line  with  expectations,  Iran  and  Iraq  reduced  the 
burden  of  the  foreign  debt  which  they  carried.   The  Algerian  position  reflects 
the  continuing  substantial  current  account  deficits  in  relation  to  GNP  indicated 
in  Table  8.    ' 

Among  the  non-oil  exporting  countries  there  was  in  general  a  growth  in 
the  burden  of  the  external  debt,  but  there  have  been  important  exceptions, 
Turkey,  Tunisia  and  Syria,  which  include  both  relatively  rapidly  and  relatively 
slow-growing  countries.   However,  in  the  case  of  Turkey,  although  the  ratios  were 
reduced  from  1970  to  1976,  they  remain  comparatively  high.   The  debt  burden  on 
the  Sudan  has  increased  substantially  in  the  1970' s.   For  Egypt,  the  ratio  of 
debt  service  to  exports  has  actually  declined,  but  remains  at  the  highest 
level  in  the  region. 

In  terms  of  their  coverage  of  imports  by  foreign  exchange  reserves,  the 
non-oil  exporting  countries  as  a  group  are  clearly  quite  different  from  the 
oil  exporting  countries,  with  Algeria  again  being  an  exception  among  the 
latter.   It  is  worth  noting  that  the  decline  in  the  debt  burden  of  Syria  was 
at  the  expense  of  reducing  its  import  coverage  by  reserves  to  one  of  the  lowest 
levels  in  the  Middle  East.   However,  clearly  Egypt  and  the  Sudan  are  at  great 
risk. 
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Table  9 


Measures  of  International  Viability 


1 

Debt  Service  as 

a  Percentage  of 

International  Resei 
in  Months  of 

.   . 

Exports  of  Goods 

Import  Coverag* 

GNP 

and  Services 

1 

1970 

1976 

1970 

1976 

1976 

Oil  Exporting  Countries 

Kuwait 

- 

- 

- 

- 

Libya 

- 

- 

- 

- 

5.4 

Saudi  Arabia 

- 

- 

- 

- 

14.7 

Iran 

3.0 

1.5 

12.2 

4.3 

6.2 

i 

1  Iraq 

0.9 

0.4 

2.2 

0.9 

5.2 

1 

Algeria 

0.9 

5.7 

3.2 

14.1 

3.0 

1  Non-Oil  Exporting  Countries 

[  Israel 

0.7 

4.0 

2.6 

12.1 

2.1 

Lebanon 

0.2 

f 

Turkey 

1.3 

0.7 

21.4 

11.2 

2.3 

Tunisia 

4.4 

2.4 

17.1 

6.8 

2.6^ 

Syria 

2.1 

1.7 

11.0 

7.9 

1.7 

Jordan 

0,7 

1.8 

3.6 

2.8 

4.5 

Morocco 

1.8 

2.5 

7.7 

12,6 

1.6 

Sudan 

1.2 

2.6 

10.3 

16,7 

0.3 

Yemen  PDR 

^ 

Egypt 

A.l 

6.6 

28.7 

17.6 

0.8 

Yemen  Arab  Republic 

14.9 

All  middle  income 

1.4 

2.0 

7.5 

8.0 

developing  countries 

Source;  IBRD,  World  Developmen 
2 

t  Report, 

1978 

"1975 
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Another  type  of  overall  insight  into  the  relative  dependence  of  the  various 
countries  on  domestic  and  foreign  sources  for  growth  is  shown  in  Table  10 
which  lists  public,  private  and  foreign  saving  as  a  percentage  of  gross  domestic 
investment,  for  those  countries  which  rely  on  foreign  saving.   And  for  those 
countries  which  are  accumulating  foreign  reserves,  that  amount  is  shown  as  a 
ratio  of  gross  domestic  investment.   It  should  be  noted  that  the  total  of  the 
various  types  of  saving  may  not  add  to  one  hundred  per  cent  because  some  of 
the  saving  may  be  used  for  repayment  of  foreign  loans  or  accumulation  of  reserves. 

Among  the  oil  exporting  countries,  clearly  only  Kuwait  and  Saudi  Arabia  have 
been  consistent  capital  exporters  with  Libya,  frequently  in  that  position  but 
occasionally  drawing  down  reserves  or  borrowing  abroad  and  Algeria  borrowing 
abroad  even  more  frequently.   The  latter  is,  undoubtedly  related  to  the  relatively 
high  rate  of  investment  which  Algeria  has  maintained  by  comparison  with  the  other 
oil  exporting  countries. 

It  is  not  surprising  to  find  the  non-oil  exporting  countries  relying  heavily 
on  foreign  saving  however,  the  differences  in  the  uses  of  that  saving  source 
among  the  counries  are  striking.   In  Israel  foreign  saving  has  often  been  . 
used  to  offset  the  government  budget  deficit.   That  has,  to  some  extent  been 
true  as  well  in  Syria  and  Jordan. 


n 
■o 
o 
►1 

n 
« 


►<  r:  K 

0  K  lb 

B  "<  3 

re  -0  re 

S  D 


c 

3 


O 


tr.        H 
"<       E 


H 


re 


bi 


I 


I        I 


5i 


o 
o 


1 

• 

o». 

I 

1 

s 

I 


O  C-  ►*            H- 

O  01  (U             (/I 

O  3  K- 

O  ft) 


«        3        ni 
V;        o         I- 

c 


^  0 

00 


b 


O 

o 


o 


t     -V 


M  to 

m        o>        c 

£>  P  Q. 


r-      r. 

g-  ■  ■ 


•vl       i 


I         I 


-54- 


§- 


UI    'U 

t)    c 
<    o- 

3    H- 
N    O 

to  "n 


t)     r| 


o 


! 

1 

>-• 

1 

e 

1 

m 

vA 

K> 

O 

w 

►"« 

ro 

>o 

«• 

00 

«3 

*• 

u^ 

a> 

w 

Ov 

«4      I 


o 


I 


05 


I 

» 


I 

o 

o 


OS 


00 


03 


I 


OS 


fr-*  fs3  CJ 


I 

0^ 


00 


1J> 

M  N>  00 

W  >J  ** 


00 

00 


CO 


00 

•• 
00 


00         • 


o 

*> 

00 

*- 

1 

W 

<J» 

I 

M 

1 

I 

l>0 


t 


1 

S 

00 

1 

M 
00 

1 

b 

00 


I 

UI 

« 


I 


00 


K-  H"       ra 


3  0)^ 

JO  r»  o» 

« 

en  Ml 

a>  o 

<  n 

►-•  a 

3  H- 


a  c. 

<  o- 
f*  I— 

i2  "^ 

K    O 
tn  m 

►*  <  vo 

3  u  ~j 

»   rt  Ul 
(B 

tn  M 

0)   o 

<  1 

>-  re 

3    H- 

loo  (g 


3    H- 
JO   o 

in  13 

B     1 

<  ►*  . 

3     V    ^ 
jg    rt    *• 

n 

en  •<j 

o  o 

H.  re 

3    H- 
»  00 

2 


u 

3 


oo 
a 

ch 

< 

3 

00 


> 
o 


Ml 
o 


M    -s 


u 
n> 


vi  '•a 

%%■ 
►*•  *-• 

3     H* 
30    O 

en  "0 

03  rt 

<  H*  H- 
►-  <  «> 
3  01     >J 

»   rt  u> 
re 

en  M] 
u   o 

<  1 

H*.  re 

3     M- 
30    fJQ 

3 


en  13 

S§- 

l-»  M 
3  H- 
30     O 

en  >o 
B>  n 

<►»!-' 
I—  <  «> 
3  01  »J 
JO    rr   O 

!     re 

en  Ml 

u  o 

<  1-1 

I-'  re 

3  ►* 
30  00 
3 


O 
1 
O 


■  o 
o 

9 
re 


en  M3 
%   &• 

3     ►* 

30  n 
en  119 

0*    ri 
<!-»(-• 

►-  <  >o 
3  01  0> 
30    rr    O 

re 

en  Ml 

o>  o 

<  a 

►»  re 
Joe  ^ 


o 


-55- 


Table  11  which  lists  the  ratios  of  the  balance  on  trade  account  to  imports 
suggests  important  current  trends.   The  oil  exporting  countries  almost  uniformly 
have  surpluses  on  trade  account,  but  these  surpluses  are  typically  larger  than 
the  surpluses  on  the  current  account  because  of  net  payments  on  services  and  out- 
flows of  unrequited  transfers  which  are  overwhelmingly  remittances.   The  trends 
in  the  trade  account  surpluses  are,  with  only  few  exceptions,  downwards  over 
time,  reflecting  increasing  import  capacity,  slower  increases  or  absolute  declines 
in  exports  of  oil  and,  on  some  occasions,  net  factor  payments  abroad  and  movements 
in  the  terms  of  trade  against  this  group  of  countries. 

The  non-oil  exporting  countries,  in  contrast  with  the  oil  exporting  countries, 
almost  uniformly  have  deficits  on  trade  account.   Their  current  account  balances 
are  typically  not  so  bad  as  they  often  have  net  earnings  on  service  account  and  are 
net  recipients  of  emigrant  remittances  in  the  form  of  unrequited  transfers.   There 
is,  in  general,  a  tendency  in  the  non-oil  exporting  countries  for  the  trade  account 
deficits  to  increase  over  time  as  a  ratio  of  total  imports.   However,  in  some 
countries  such  as  Israel  and  Egypt,  again  for  different  reasons,  the  rising  trend 
of  the  early  1970' s  was  reversed  in  the  mid-1970 's.   Moreover,  in  Egypt  and  in 
a  few  other  countries  such  as  the  Yemen  Arab  Republic  the  increasing  emigrant 
remittances  have  helped  to  offset  the  trade  deficits.   In  Turkey,  Tunisia  and 
Syria  this  type  of  offset  to  trade  deficits  has  been  of  less  importance  and 
accounts  in  part  for  the  increasingly  difficult  international  payments  position 
in  which  they  find  themselves . 
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Table  11 


Ratio  of  International  Balance  of  Trade  to  Imports 


Oil  Exporting  Countries 

Kuwait  +1A7.6 

Libya  +  99.1 

Saudi  Arabia  +179.2 

Iran  +  53.9 

Iraq 

Algeria  -4.3 

Non-011  Exporting  Countries 


1977 


Israel 

Lebanon 

Turkey 

Tunisia 

Syria 

Jordan 

Morocco 

Sudan 

Yemen  Arab  Republic 

Egypt 


-37.7 
* 

-  66.0 

-  46.1 
-58.9 

-  79.6 

-2.4 
-97.9 

-  51.6 


1976 


+193,2 
+104.5 
+241.1 
+  49.9 

+  10.8 

-  49.8 

* 

-  57.0 

-  44.3 

-  49.3 

-  77.1 

-  57.1 
-5.8 

-  97.1 

-  58.1 


1975 


+253.1 
+  45.0 
+352.6 
+  58.4 
+  99.4 
-18.5 

-  61.4 

* 

-  66.9 
-34.7 

-  34.7 

-  76.4 

-  36.9 
-44.5 

-  94.2 

-  60.2 


1974 


+  92.5 
+710.5 
+194.2 
+  15.3 
+  25.4 

-  60.6 

* 

-  54.4 

-  11.6 
-24.6 
-64.0 

.85 
-  29.0 
-94.0 

-  42.6 


1973 


+  75.4 
+258.1 
+   .53 
+  15.90 
-14.4 

-61,0 
* 

-  29.8 

-  33.1 

-  37.3 

-  74.8 

-  11.9 
+  31.9 

-  30.0 


1970 


+255.6 
+151.9 
+  45.7 
+137.0 
-6.8 

-  58.1 

* 

-  30.8 

-  35.7 

-  40.8 

-  79.1 
-21.9 

+  6.0 

-  24.6 


Source: 

Not  Available 


* 
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VI.   Conclusions 

Since  the  economies  of  the  Middle  East  are  for  the  most  part  still  in  the 
early  stages  of  their  development,  it  cannot  be  said  that  the  patterns  of  their 
futures  are  yet  clearly  established.   It  is  clear  that,  for  different  reasons 
in  different  countries,  the  period  since  1973  has  been  one  of  acceleration  of 
growth  in  both  the  oil  exporting  and  non-oil  exporting  countries.   Due,  to  the 
large  increases  in  oil  prices  especially  in  1973-1974,  the  resources  available 
for  use  expanded  most  rapidly  in  the  oil  exporting  countries.   However, 
resource  availabilities  in  the  non-oil  exporting  countries  have  also  grown 
substantially.   The  latter  has  been  in  part  a  result  of  spillover  effects  from 
the  revenues  of  the  oil  exporters  but  also  in  part  because  of  increased  economic 
assistance  from  outside  the  region  and  of  internal  growth  itself. 

These  increased  resources  have  contributed  in  most  of  the  countries  to 
a  rapid  expansion  of  consumption  as  well  as  investment.   It  is  the  latter  on 
which,  ultimately,  the  modernization  and  diversification  of  the  economies  must 
depend. 

It  is  still  too  early  to  assess  the  effects  of  the  high  rates  of  investment 
which  have,  in  general,  prevailed  in  the  Middle  East  since  1973.   Some  of  the 
permanent  effects  can  already  be  discerned  but  by  no  means  all  of  them.   The 
investments  in  "infrastructure",  housing,  schools,  roads,  hospitals  and 
buses,  will  undoubtedly  generate  quite  widespread  improvements  in  the  standards 
of  living.   What  is  more  questionable  is  the  rate  at  which  the  investments  in 
agriculture  and  industry  will  result  in  increases  in  output  in  these  latter  sectors 

We  do  know  that  investments  in  primary  and  processing  industries  have 
been  undertaken  on  a  large  scale,  as  part  of  the  high  rate  of  investment  pointed 
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out  above,  although  there  is  no  systematic  collection  of  data  on  the  sectoral 

allocation  of  investment.   The  high  cost  and  possible  wastage  in  such  investments 

9 
have  been  noted  elsewhere.   We  also  know  that,  in  the  oil  exporting  countries, 

there  has  been  no  overall  investment  rationale  and  therefore  some  duplication 

of  investment  in  refining  and  petrochemical  facilities  may  have  occurred.   Since 

the  gestation  periods  of  the  industrial  investments  are  three  to  five  years,  it. 

is  only  within  the  next  few  years  that  the  effects  of  the  ambitious  investment 

programs  will  be  seen.     ■   ' 

It  is  reasonable  to  expect  that  the  investments  will,  "pay  off,"  if  not 
to  the  extent  originally  expected,  then  at  least  to  some  degree.   However,  the 
degree  is  important  and  it  would  be  dangerous  to  make  predictions  without 
more  evidence  and  closer  scrutiny.   There  are  examples  of  large  projects  in  other 
developing  countries  which  were  based  on  inadequate  analyses  and  which,  as  a 
result,  have  added  relatively  little  to  growth.   Unfortunately  the  scanty  reports 
which  are  available  suggest  that  some  of  the  investments  undertaken  may  not 
have  been  the  result  of  careful  investigations  and  decision  processes  which 
would  help  assure  the  returns  proiected  for  them.  ■■  ■ 

It  is  clear  from  the  survey  above  that  there  is  considerable  diversity  •.;. 
among  both  the  oil  exporting  and  non-oil  exporting  countries  of  the  Middle  East 
in  the  extent  to  which  they  have  yet  achieved  diversification  and  modernization  . 
of  their  economies  and  reasonably  stable  growth  patterns.   There  have  indeed 
been  some  outstanding  successes;  there  are  cases  of  actual  retrogression  for 
some  periods  of  time.   And  there  are  countries  in  which  the  changes  are  too 
gradual  or  uneven  to  permit  projection  of  any  pattern. 

There  is  another  aspect  of  the  development  of  the  oil  exporting  countries 
which  emerged  from  the  previous  survey  and  other  studies  in  this  compendium 
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which  is  worth  emphasizing.   The  oil  exporting  countries  have  been  the  recipients 
of  large  numbers  of  immigrant  workers.   These  have,  to  a  considerable  extent, 
been  absorbed  in  the  investment  sector  and  in  the  service  sectors  rather  than 
in  processing  industries.   That  is  the  case  simply  because  there  is  yet  relatively 
little  in  the  way  of  processing  industry  capacity  ^^7hich  could  absorb  labor. 
In  the  future,  as  investments  in  the  processing  industries  mature,  the  demand 
for  labor  in  these  industries  will  expand.   The  oil  exporting  countries  will 
then  be  faced  with  the  immediate  reality  of  whether  the  increases  in  output  on 
balance  will  benefit  their  own  nationals  more  than  the  immigrant  workers  who 
are  providing  such  a  large  fraction  of  their  labor  forces. 

The  growth  and  transformation  of  some  of  the  countries  particularly  the 
major  oil  exporting  countries  have  been  accomplished  without  substantial 
weakening  of  their  international  debt  and  reserve  position.   However,  in 
other  cases,  including  oil  exporting  countries  and,  particularly,  the  non-oil 
exporting  countries,  the  size  and  burden  of  the  foreign  debt  has  grown  so 
much  as  to  potentially  endanger  the  future  ability  of  the  countries  to 
finance  their  deficits. 

The  period  since  1973  has  been  one  in  which  important  economic  transformations 
have  begun  or  accelerated  in  most  of  the  countries  of  the  Middle  East.   There 
are  countries  in  which  the  effects  of  the  transformations  are  barely  visible 
now  and  other  countries  which  are  more  clearly  fully  involved.   This  period  will, 
in  the  future,  be  regarded  in  many  countries  as  the  base  during  which  the  successes 
as-well  as,  perhaps,  some  of  the  defects  of  their  growth  processes  originated. 
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Footnotes 

Inasmuch  as  a  number  of  dimensions  of  economic  development  in  the  Middle  East 

have  been  covered  in  other  papers  in  this  compendium,  this  survey  is  restricted 

to  real  economic  changes  as  revealed  by  aggregative  or  moderately  disaggregated 
data  for  those  countries  for  which  such  information  exists. 

2 
Charles  Tssawi,  "Economic  Developments  Since  1973  and  Future  Prospects," 

Chapter  .   '   ■  ' 

-^Ibid.  .;. 

4 
See  N.  Choucri,  "Demographic  Changes  in  the  Middle  East:   New  Factors  in  Regional 

Politics,"  Library  of  Congress,  Congressional  Research  Service,  Compendium, 

The  Political  Economy  of  the  Middle  East  --  Changes  Since  1973,  (1979). 

See  N.  Choucri,  R.  S.  Eckaus  and  Amr  Mohie-Eldine,  "Migration  and  Employment 

in  the  Construction  Sector:   Critical  Factors  in  Egyptian  Economic  Development," 

Cairo  University /MIT  Technology  Adaptation  Program,  1978. 

^ibid.      .  /.  r  ■  .  -  ,  .  '  ,  , 

For  a  more  extended  analysis  of  recent  developments  in  Egypt  see  N.  Choucri  and 
R.  S.  Eckaus,  "Interactions  of  Economic  and  Political  Change:   The  Case  of  Egypt," 
World  Development  (in  press) . 

8  .  ■        • 

Charles  Issawi,  o£.  cit. 

^Ibid.  ,'■'■'  ■ 

For  a  comprehensive  view  of  migration  in  the  Middle  East  see  Nazli  Choucri, 
"Labor  Transfers  in  the  Arab  World:   Growing  Interdependence  in  the  Construction 
Sector,"  pp.  3-24. 
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